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EMPIRICALLY TESTED PRINCIPLES OF SOCIAL BEHAVIORS 

Harvey J. Locke 

University of Southern California 

The formulation of principles of social behavior supported by em- 
pirical data is considered a primary function of social science. This is 
in sharp contrast to armchair speculations, which recently have been at- 
tacked by many social scientists. Schmid calls armchair speculation ”bar- 
ren, useless, unproved, and unprovable*’ and says that it “must be dis- 
carded before genuine scientific theory can emerge.”^ Most of the 
authors of the special fiftieth issue of the American Journal of Sociology 
note this trend from speculation to generalizations supported by em- 
pirical studies. Lundberg, for example, speaks of a “new and more 
promising type of sociological theory” which uses approved scientific 
procedures.^ Stouffer and associates in their report on the attitudes of 
more than a half million soldiers in World War II, suggest that, while 
we should keep an open mind on the potential utility of conceptual 
schemes, we can expect the next generation of social scientists to subjea 
such conceptual schemes to rigorous verification.^ 

What is this “new,” “genuine,” “more promising” type of theory 
other than that it must be subjeaed to verification through accredited 
methods of testing? Is theory the only type of knowledge which the 
social scientist should seek, or are there other types of knowledge? The 
writer, as a basis for discussion, proposes three types of knowledge. This 
wiU be followed by a presentation of three principles of social behavior 
with supporting evidence. 

Social scientists consider knowledge to be one or more of the fol- 
lowing related types: (1) descriptive statements on specific facts; (2) 
tentative conclusions from a particular study; and (3) tentative princi- 

^ Presidential address. 

^Calvin F. Schmid, "Some Remarks on Sociological Theory and Sociological 
Research,” 'Proceedings of the Pacific Sociological Society^ published as Vol. XV 
(1947), Research Studies of the State College of 'Washington, p. 116. 

® George A. Lundberg, "The Proximate Future of American Sociology: The 
Growth of Scientific Method,” American Journal of Sociology, L (1946), p. 503. 

^S. A. Stouffer et, al., Studies in Social Psychology in World War II: The 
American Soldier, Adjustment During Army Life (Princeton: Princeton University 
Press, 1949), pp. 32-33. 
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pies supported by the conclusions of several empirical studies. The latter 
is sometimes termed social theory. 

These three types of knowledge will be illustrated by studies in in- 
dustrial behavior carried on at the Lockheed Aircraft Corporation, Bur- 
bank, California.^ The first type, description of specific facts, is illus- 
trated by the percentage of single men found in a study of success in 
supervision. Single men comprised 5 per cent of “better” supervisors and 
20 per cent of “poorer” supervisors. Both percentages are given as mat- 
ters of fact, and, if true, constimte knowledge. The second type of 
knowledge, conclusions from the same particular investigation, is the 
correlation between success in supervision and the degree of “community 
stability,” as measured by marital status, number of children, home 
ownership, and length of residence in the community. This conclusion, 
although from only one study, constitutes knowledge. The third type, a 
principle supported by conclusions from several studies, was formulated 
from various studies at Lockheed and other investigations of adjustment 
to a job. There is a positive correlation between family responsibilities 
and adjustment of the average man to his job. A man who is married, has 
dependents, and owns his home will be steadier in his work, stick to his 
job longer, and go further in his vocation. 

This last type of knowledge might be extended to adjustment in 
other social situations than a job and a principle of greater generality 
might be formulated. It might be found that adjustment in social situa- 
tions — such as in a job, in prison, on parole, in school, and in the armed 
services — is correlated positively with family responsibilities. There prob- 
ably are variables in the different situations, so that adjustment to any 
and all social situations would not be dependent on family responsibilities. 
Investigation of the variables might allow the social scientist to formu- 
late a more precise principle, including the limiting conditions under 
which adjustment to social situations is dependent on the degree of 
family responsibilities. 

The degree to which knowledge can be demonstrated by empirical 
studies depends on the generality of the knowledge, on the authenticity 
of the data, on the kind of data collected, and on the amount of evidence 
available. The kind of evidence supporting the first of the three princi- 
ples discussed below is very different from that supporting the other 
two. In all three it would be necessary to have more evidence than that 

®Lee Stodcford and Karl R. Kunsse, ”How Family Status Affects Vocational 
Adjustment,” American Machinist, XCII (Oct. 7, 1948), pp. 85-89. 
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which is presented before it could be said that they had been demon- 
strated. 

Principle: A program will operate more smoothly if worked out with^ 
father than imposed on^ a group and if it promotes^ rather than deprives 
or thwarts f interests and wishes of members of a group. Evidence will be 
from Likert s study of the National Forest Service and findings of Mayo 
and associates. 

In 1940, people living in the vicinity of a National Forest in Louisi- 
ana engaged in an organized effort to drive out the United States Forest 
Service.® A small group of young men set fires which burned over a 
large area of young trees planted by the Forest Service. Faced with this 
situation, the Forest Service requested the Division of Program Surveys 
of the Bureau of Agricultural Economics to make a study to find an- 
swers to why the people burned the forest so extensively that year, why 
each year they burned small patches of the forest, and what could be 
done to reduce the menace of incendiary fires. 

The interviewer assigned to the smdy went to the community, 
mingled with the people, and obtained their cooperation. Through a 
series of informal interviews he acquired certain specific factual knowl- 
edge. He found that the land comprising this particular National Forest 
had been logged off prior to 1920, that after the timber had been cut 
the land had been abandoned by its owners and had been considered 
open range by the people, that the chief source of food and income 
came from razor-back hogs and tough cattle which roamed and foraged 
at will over the cut-over land, and that the dark-skinned mixture of 
Indians, Negroes, and whites formed a cultural island. The interviewer 
found that the traditional method of '’corralling” the livestock was to 
burn off a small patch of underbrush early each year, on which new 
grass would then grow, and the half-starved livestock would flock to 
this place. Any livestock appearing on the plot burned by a particular 
farmer, unless branded by another, was considered by common consent 
the property of that farmer. 

Thus the buying and fencing of the open range by the Forest Service 
caused serious economic problems for the local inhabitants. After the 
trees in the fenced areas had obtained a fair start, the Forest Service al- 
lowed cattle, but not hogs, to graze in these areas for a small fee, which 


®Rennis Likert, "Opinion Studies and Government Policy,” Proceeding? of 
the American Philosophical Society: Research Frontiers in Human Relations , 
1948 (Philadelphia), pp. 341-43. 
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included membership io a stock-improvement jissociarion. The Forest 
Service planned to bring in bulls of especially good breeding to improve 
the cattle. This improvement program also was imposed on tlie people 
against their wishes, for the people felt that ’"improved cattle" would 
not be hardy enough to survive heat, ticks, and the open range. When 
C.C.C. boys were imported to work in the forest and local men were not 
hired, the people of the community felt that the Forest Service was cry- 
ing to destroy them and drive them from the region. Thereupon they 
staged their rebellion and began burning the forest. 

On completion of the study, the Forest Service changed its policy 
and program for National Forests so that attention was given to selling 
a program to the local inhabitants and securing their cooperation in its 
formation. When the local people in the Louisiana area felt that the 
Forest Service was planning its program to meet their needs and de- 
sires, their hostility and resentment declined. 

Several questions arise with reference to the conclusion that the 
change in policy and program resulted in a change of attitudes by the 
local inhabitants. Does the evidence justify this conclusion? Were there 
other variables, such as the imprisonment of the leaders of the rebellion, 
or improving economic conditions after 1940, which might reasonably 
account for the decline in resentment toward the Forest Service? 

The study, though not conclusive, does give some support to the 
principle that a program will operate more smoothly if worked out with, 
rather than imposed on, a group and if it meets the needs and desires 
of members of the group to which the program is directed. 

In spite of the propaganda technique of name-calIing~’cow" 
"Towed,’' or "’managerial" sociology — directed at Mayo and associates,’^ 
do their findings support the principle stated above? !Let us eliminate 
from consideration the fact that the values and biases of Mayo md as- 
sociates may have been those of management and that, in tlie eyes of die 
workers, they were representatives of management, even though they 
did not know it. Do the data they report support die principle under 
consideration? 

The objectives of management in the two studies reviewed herein 
were respectively to decrease labor turnover and to decrease absenteeism 


''-Adjusting Men to Machines" Commentary, III (1947), 
p. o8; Harold L. Sheppard’s review of Human Relations in the Restaurant 
pp 469 71 Whyte, American Journal of Sociology, IIV (1949), 
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£0 the eod that production might be maintained. It will be recalled that, 
in one department of a textile mill near Philadelphia, labor turnover 
was about 250 per cent a year as compared with 5 or 6 per cent in other 
departments of the plant. Introduction of rest periods was followed by 
the elimination of the turnover in this department and a great increase 
in production. But Mayo concluded that the change could not be at- 
tributed to the mere introduction of rest periods, for inevitably many 
additional changes had been simultaneously introduced. For example, 
the investigators had listened carefully and with full attention to any- 
thing a worker wished to say, and management had demonstrated an in- 
terest in the men and a wish to know their desires.® 

In the second study on absenteeism, the data reported indicate that 
company C was behaving differently from A and B, even though many 
of the conditions of the companies were similar. It will be recalled the 
investigation was in a metal-working industry. The study of these three 
very similar companies revealed that there was a group of '‘regular’* at- 
tendants and a group of "irregular* workers in all three, and that in a 
15-months period, January 1942 to March 1943, the percentage of ab- 
sences of regular attendants increased in companies A and B, but de- 
creased in C. It was found that in the conditions of work, particularly 
worker-management relations, company C differed from A and B. 

It was reported that company C had a tradition extending over a 
twenty-year period that supervisors* duties include: (1) technical compe- 
tence, and (2) the capacity to be patient, to listen, and to avoid emotional 
upsets in workers. The program of company C included regular em- 
ployee attendance, and this goal was being attained. Was this, in part, 
asscxriated with attention to the interests and values of the employees 
and to the fact that the program was less imposed than that which em- 
ployees might expect in an industrial organization?^ 

The studies reported above on the experiences of the Forest Service, 
the study of labor turnover, and the study of absenteeism give some 
evidence in support of the principle that a program will operate more 
smoothly if the persons involved in it cooperate in its formation and 
operation and if it meets their fundamental interests and desires. 

Principle: Persons are more likely to act according to suggestions 
received in personal face-^to^face communication than to those received 

® Elton Mayo, The Social Problems of an Industrial^ Civilization (Boston: 
Division of Research, Graduate School of Business Administration, Harvard Uni- 
versity, 1945), Chap, 3. 

Chap. 5. 
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in nonpersoml contracts, particularly if a person is undecided on how to 
act. The evidence supporting this principle is the study of change of 
opinion on voting by Lazarsfeld, and Likert's Investigation of personal 
solicitation as a means of increasing the buying of war bonds. 

Change of opinion on voting was studied by repeated interviews— 
seven in ail — ^with the same 600 Ohio persons from May until a week 
after the November elections of 1940. The authors reported tliat the 
study, though not conclusive, secured enough information '‘to indicate the 
importance of personal relationships as far as their direct political in- 
fluence is concerned."^ Though 70 per cent of the sample made up their 
minds rather early in the campaign and did not change thereafter, change 
of opinion on the part of the remainder was influenced more by per- 
sonal face-to-face conversations than by formal media of communication, 
such as the press or radio. People who work, live, or play together 
vote similarly, and part of the similarity of voting is due to the fact that 
suggestions on vote are made in primary relationships— personal, in- 
formal, face-to-face communication. The authors report: “In the last 
analysis more than anything else people can move other people,”^ * 

Likert reports that personal solicitation was a highly important vari- 
able affecting the number of bonds bought by persons during World 
War Ild- Following the Second War Bond Drive, a representative 
sample of 1800 persons was interviewed, each respondent being asked 
three questions: (1) had he been personally solicited to buy War Bonds; 
(2) how many bonds had he ordinarily bought during the number of 
days covered by the drive; and (3) how many bonds had he bought 
during the specific period, of the Second War Bond Drive? Though 
respondents gave patriotic reasons for buying bonds and only a small 
percentage reported they bought because they were asked to do so, actual 
analysis of the data revealed that personal solicitation was a very im- 
portant factor. 

A comparison was made between the 25 per cent of those with in- 
comes who were personally solicited and the 75 per cent not solicited. 
The question was whether these personally solicited, as compared with 
those not solicited, bought more bonds during the drive than they 
would ordinarily. It was found that 47 per cent of those solicited and 

^■^Paul F. Lazarsfeld et al., The People* s Choice: How the Voter Makes Up His 
Mind in a Presidential Campaign (New York: Duell, Sloan, and Pearce, 1944), 
p, 150. 

158. 

“ Rennis Likert, op, cit., p. 343. 
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only 12 per cent of those not solicited bought more bonds. This rela- 
tionship between persona! solicitation and increased bond buying held 
for every income group, every occupational group, and every geographical 
region. 

This finding was presented to regional meetings of the War Finance 
Division and a published report made available to state, county, and 
local war bond committees in preparation for the Third War Bond 
Drive. 

A survey after the Third War Bond Drive revealed that personal 
solicitation was double that of the Second Drive. Comparing the 50 per 
cent who were personally solicited and the 50 per cent not solicited, 59 
and 18 per cent, respectively, bought more bonds than usual. Moreover, 
the doubling of personal solicitation of the Third over the Second War 
Bond Drive was followed by an almost doubling of the actual money 
secured from bonds sold to individuals. Likert reports, "Throughout all 
the bond drives, there was a close relationship between the amount of 
solicitation and the total amount of bonds sold to individuals.*'^'"* 

The smdies of change of opinion in voting and personal solicitation 
as a technicpe to increase bond-buying support the principle that per- 
sons are moved to action more by personal face-to-face communication 
than by formal means of communication by press or radio. 

Principle: Prejudice toward objects are acquired without specific 
experience with such objects^ but merely through association with per- 
sons expressing the prejudice. This principle is supported by several 
studies of prejudice in the area of Negro-white relationships. Studies 
by Horowitz are the partiadar ones discussed in this paper,^^ 

Horowitz subjected groups of children from divergent adtural back- 
grounds to a "ranks" test, a "show me" test, and a "social situation’* test, 
la the "ranks" test the children were shown twelve photographs: four 
white and eight Negro faces. They were instructed to pick the one liked 
best, next best, and so on until all were chosen. In the "show me" test, 
the same twelve photographs were used and the children were instructed 
to select as many of these as they would like for companions in twelve 
types of situations. The "social situations" test involved thirty-nine 
photographic prints of various situations. The children could select 
pictures of activities in which all the children were white or where one 
was colored. 

'^^Loc. cit. 

L. Horowitz, "The Development of Attitude Toward the Negro," 
Archives of Psychology, No, 194, pp. 1-47* 
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These tliree tests were given to 472 children from kindergarten 
through the eighth grade in New York City, both in all-white and in 
mixed schools, to a small group of communist children in New York 
City, and to small samples of children in urban Tennessee and urban 
and rural Georgia. 

No differences were found in the amount of prejudice displayed in 
such diverse groups as those that had no contacts with Negroes except 
an occasional Negro cleaning woman, those that had contact with one 
popular Negro schoolmate, and those that had the great contact implicit 
in attendance at a mixed school. Neither were there significant differ- 
ences between children in New York City and those in the South, or 
between children in urban and rural Georgia. Differences were found 
for the communist-trained children and others, in that the communist- 
trained showed no particular prejudice toward Negroes. 

From the results of his various studies Horowitz formulated the 
principle that 'attitudes toward Negroes are now chiefly determined 
not by contact with Negroes, but by contact with the prevalent attitude 
toward Negroes.*'^® The principle stated at the beginning of this section 
extended this theory to other objects than Negroes. 

It is to be expected that the work of the younger sexial scientists 
and that of future social scientists will necessitate the complete discard- 
ing of some tentatively accepted principles, the modification of others, 
and the formulation and inclusion in the body of knowledge on scxial 
behavior of still other principles. The scientist looks forward with en- 
thusiasm to the discovery, either by himself or by others, of new data 
which will necessitate and make possible a reformulation of old prin- 
ciples in more precise form or the discarding of some principles wliich 
have been considered true. These dynamic principles whicli are being 
subject constantly to critical review constitute the "'new/* "genuine ” 
"more promising" social theory. 


pp. 34-35. 



BUREAUCRACY AND SOCIAL REFORM^ 

S. M. Lipset 

University of California 

Various writers and social scientists have long called attention to the 
fact that, ill large-scale social organizations, administrative functions 
cannot be separated from policy-making power.- It is impossible to 
understand the operation of a government purely by analyzing the goals 
of the politicians in power, and the nongovernmental pressures on them. 
The members of the administrative bureaucracy, the Civil Service, con- 
stitute one of the major "Houses” of government, and as such have the 
power to initiate, amend, and veto actions proposed by other branches. 
The goals and values of the Civil Service are at least as important a part 
of the total complex of forces responsible for state policy as those of the 
ruling political party. 

The political problem of the power and influence of a permanent 
Civil Service is not important as long as the social and economic values 
of the bureaucracy and the governing politicians do not seriously con- 
flict. The problem becomes crucial, however, when a new political move- 
ment takes office and proposes to enact reforms which go beyond the 
traditional frame of reference of previous government activity. It is es- 
pecially important today, when the explicit formal goals of many demo- 
cratic states are changing from the laissez-faire policexnan regulation of 
society to those of the social-welfare-planning state.*'^ 

The tradition and concept of a merit nonpatronage Civil Service 
developed in many countries as a result of the needs of the dominant 
business groups which demanded cheap, efficient, and predictable service 
from, the state. Kingsley has shown how in Great Britain, the policy of 
the impartial Civil Service grew with the increase in political power of 
the business class.^^^ Business men desired an efficient state which would 
facilitate and protect the development of commerce Permanent, non- 
political officials insured continuity of government regulations and prac- 
tices and made for stable relations with the state, regardless of party 
formnes. The policy of the merit Civil Service was not challenged as 

^The research data for this paper were collected on a pre-doctoral field fel- 
lowship of the Social Science Research Council. 

®See Harold Laski, Democracy in Crisis (London: George Allen and Unwin, 
Ltd., 1933), pp. 99-104; Max Weber, Essays in Sociology ed. by H. Gerth and 
C. W. Mills (New York: Oxford University Press, 1946), pp. 232-233; Herman 
Finer, The Euture of Government (London: Methuen and Co., 1946), pp, 12-13* 

®See J. Donald Kingsley, Representative Bureaucracy (Yellow Springs: The 
Antioch Press, 1944), pp. 287-305. 

^^'^ Ihid., pp. 42-72. 
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long as party' politics remained contests between groups which accepted 
the basic orientation and activities of the state and socicty;^^* 

The establishment of reform and socialist goveromems, which pro- 
pose radical changes in the functions of the state, necessarily raises the 
problem of whether the reforms that these governments arc pledged to 
carry out can successfully be initiated and administered by a bureau- 
cratic structure, which is organized to regulate a different set of norms, 
and whose members possess different values from those of the ’hadicaF’ 
politicians. 

Since the days of Karl Marx, some socialists have maintained that 
a successful socialist state "must destroy the old state apparatus," that 
is, erect a new administrative organization. In recent times, various indi- 
viduals who have served in or studied socialist or "social welfare" gov- 
ernments have suggested that one crucial reason for their failure to pro- 
ceed more vigorously toward the attainment of their goals has bceti tlie 
"bureaucratic conservative" influence of permanent Civil Servants. This 
point has been made about the Social-Democratic governments in Weimar 
(Germany), the various Labor governments in Great Britain, Australia, 
and New Zealand, the Popular Front governments in France, and the 
New Deal in the United States.^ 

The validity of the hypothesis about the "conservative" role of a 
permanent Civil Service was tested by the author in the course of a 
research study of a social-democratic movement which secured power 
towards the end of the last war. 

The Cabinet Ministers in this government anticipated ^'sabotage" 
and resistance to their plans by the permanent Civil Service. In a pre- 
election speech, the head of the government stated Ids belief ihu fhc 
Civil Service must be sympathetic to the objectives of the governmem: 

It is most necessary for any government that those in charge of various <le- 
partments shall be competent and capable of absorbing new ideas and techniques. 
No matter how good legislation is, if those in charge of administering it are un- 
sympathetic or incapable of a new approach, little good will come of it* 

The govern ment ministers entered office ready to change key Civil 

L. D, White and T. V. Smith, Politics and Public Service (New York: 
Harper and Brothers, 1939), pp. 132-33. 

^See Arnold Brecht, * ‘Bureaucratic Sabotage,” Annah of American Academy 
of Political and S odd Science, (January, 1937), p. 5; Edgar Lansbury, George 
^^^sbury,My Father (London: Sampson low Masston and Co., Ltd., no date), 
p. 197; Charles Aiken, “The British Bureaucracy and the Origin of Parliamentary 
Policy, American Polmcal Science Review, XXXIII (Feb., 1939), ptx 40-41: V. G. 

Governs (London: Labour Publishing Co, Ltd,, 

P* Leon Blum, For All Man- 

kind (London: Victor Gollanz, 1946), p. 59. 
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Servants as soon as they showed any signs of opposition to government 
proposals. The ministers, however, envisaged opposition as deliberate 
'‘sabotage” and explicit defiance of government proposals. The key Civil 
Servants, on the other hand, expected to be discharged or demoted soon 
after the socialists took office. A number of them, therefore, had begun 
to look for other jobs or planned to retire. In the hope of maintaining 
their positions, however, many of these Civil Servants began to ingratiate 
themselves with their ministers. 

Almost all of the leading Civil Servants were outwardly obsequious, 
flattered their ministers, and in general, did everything they could to 
convince the Cabinet that they were cooperative. In many departments, 
during the early period of the new government, the best “socialists” were 
in the top ranks of the government bureaucracy. The administratively 
insecure Cabinet ministers were overjoyed at the response which they 
secured from the Civil Servants, They were happy to find people in their 
departments who were friendly and helpful To avoid making administra- 
tive blunders which would injure them in the eyes of the public and the 
party, the ministers gradually began to depend on the Civil Servants, who 
never criticized and knew the internal operations of the department.*"^ 

The failure to change key members of the Civil Service had import- 
ant consequences for the future work of the government, as it was inter- 
preted by many of the officials as revealing personal weakness on the 
part of their ministers and a lack of political strength on the part of the 
movement. The Civil Servants, soon realizing that there was no danger 
of being discharged, fell back into the bureaucratic pattern of maintain- 
ing the traditional practices and the equilibriuxn of their departments. 
Some Civil Servants succeeded in convincing their ministers that various 
proposed changes were administratively infeasible, or that they would 
incur too much opposition from important groups in the community. 
Top-ranking Civil Servants exchanged information with each other on 
their techniques of “controlling” their ministers. It is difficult to demon- 

” " fspeciaiist] Ministers are likely to arrive in office, not with a complete body 
of specific plans, but with some general principles which the departments will be 
asked to test against the facts before they are given the share of a concrete measure. 
The inevitable tendency of the departments will be, for the Minister's own sake, to 
minimize the break with tradition. . . . They will be passionately and laudably 
anxious to save him from failure. Unless they share his own outlook—and this is 
unlikely enough — they will want time where he demands speed, the attack on the 
narrow front, where his instruction is for comprehensiveness. 

"... this attitude in the civil service is wholly compatible with the tradition 
of neutrality. . . , My point is the quite different one that ... the whole ethos 
of the service becomes one of criticism which looks towards delay instead of en- 
couragement which looks toward action.'' Harold Laski, op. dt.f pp. 103-04. 
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scrate concretely, and it would be revealing confidential iidorniation to 
do so, but it is a fact that in conversations with others, key olticials 
have boasted of 'running my department completely^ and of "slopping 
hair-brained radical schemes/’ 

The resistance of top-level Civil Servants to proposed new reforms 
was not necessarily a result of their conscious anti-socialist sympathies. 
Though there were probably instances in which direct partisan sabotage 
of the government took place, the most significant "bureaucratic con- 
servative" influence on the government docs not appear to be a result 
of attempts to injure the government. Many of the leaditig officials ap- 
peared to be honestly concerned with doing their jobs. These Civil Serv- 
ants would probably have attempted to modify schemes of conservative 
governments which appeared unworkable to them. The bureaucracy, 
however, had become institutionalized under conservative governments. 
Its pattern of reacting to problems had been routinized. New methods 
of administration were often considered difficult or "impossible" to the 
incumbent bureaucrat, either because they had never been tried before, 
or because they would require the revamping of the work of a depart- 
ment, By opposing such changes, the Civil Servant was only taking the 
easy way out of preserving the status quo in his own area of working 
and living. Harold Laski has pointed this out as a characteristic of bu- 
reaucracy in general: 

In all large scale enterprise men who are desirous of avoiding great responsi- 
bility (and the majority of men is so desirous) are necessarily tempted to avoid 
great experiments. In a political democracy this obviously becomes an official 
habit where there is a * - . bureaucratic system. , , * 

The tendency accordingly has been a certain suspicion of experimental ism, a 
benevolence toward the 'safe* man. . . . Administrative codes ... are applied 
simply from the conservatism of habit.* 

Civil Service modification of government goals took three major 
forms: (1) the continuation by government departments of traditional 
and, from the socialist point of view, "reactionary'* modes of procedure; 
(2) changes in the intent of new laws and regulations through admin- 
istrative practices; and (3) direct and indirect methods of influencing 
Cabinet members to adopt policies advocated by top-level Civil Servants. 
Each of the above statements will be documented in a larger study of 
the work of this governmentJ 

The sources of Civil Service action cannot be found in an unidi- 

® Harold laski, "Bureaucracy,” in Encyhpedia of the Social Scimem, Volume III, 
ed. by Edwin R. A, Seligman (New York: The Macmillan Company, 1935) , p. 72. 

“^See forthcoming book by the present author. 
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mensional analysis. Civil Servants, like all individuals, do not operate 
in a social vacuum (though one suspects that some advocates of the 
''impartial” Civil Service believe that they do). Their opinions about 
relative "right” and "wrong” on a particular issue are determined by 
various pressures existing in their social milieu. A department official 
is not only interested in whether a minister’s proposals can be effectively 
put into operation, but must also be concerned with the effect of such 
policies on the traditional practices of the department, and of the long- 
term relations of the department with other groups in the government 
and in the community. A reform which may be socially desirable, but 
which disrupts the continuity of practices, and inter-personal relations 
within the department, will often be resisted by a top-ranking Civil 
Servant. He is obligated to protect those beneath him in the administra- 
tive hierarchy from the negative consequences of a change in policy. 

Second, and as important in influencing the decisions of govern- 
ment officials, is the fact that their opinion of the feasibility of any 
proposal is necessarily colored by their social and political outlook and 
by the climate of opinion in the social group in which they move. Many 
of the top-ranking Civil Servants are members of the upper class socially 
in the capital city in which they live. Their social contacts are largely 
with people who believe that they will be adversely affected by many 
socialist policies. Civil Servants cannot avoid being influenced by the 
predicament of their own social group. Those government officials who 
belong to professional or economic groups, whose power or privileges 
are threatened by government policies, tend to accept the opinion of 
their group that reforms which adversely affect the group are wrong 
and will not work.^ There are a number of examples of Civil Servants 
reducing the significance of reforms directed against their own groups. 

The failure of this government to change the character of the top- 
level Civil Service precipated a major conflict within the party between 
the Cabinet xiiiaisters and the majority of the non-office holding leaders 
of the movement. The majority of the members of the party’s legislative 
group, the party executive, and annual convention delegates have de- 
manded that the government replace old administrators by more sympa- 
thetic personnel The members of these groups usually cite many ex- 
amples of actions by the Civil Service which they consider to be "ad- 
ministrative sabotage.” The attacks on the Cabinet by the rest of the 
party has gradually forced the Cabinet to modify its public position on 


See Max Weber, op. cit,, p. 234. 
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the question, and in the last two years it has accepted the principle of 
a partially politicalized bureaucracy and has appointed a number of 
sympathetic experts to leading positions in the administrative apparatus. 

Many of the new ‘'radical’' Civil Servants have suggested new policies 
or specific means of carrying out over-all government policy which 
would probably never have been proposed if policy formation had been 
left to the Cabinet and the permanent Civil Service. The ministers did 
not have the technical knowledge to suggest needed changes in their 
own field, and the old Civil Servants were not imbued with the social- 
democratic values of finding means to reduce the wealth and power of 
private-interest groups and of using the agencies of the government to 
increase the standards of living of the people. In at least two depart- 
ments the differences in orientation of the new and old Civil Service 
resulted in the two groups engaging in a covert struggle to determine 
department policy. The permanent Civil Servants in these departments 
repeatedly brought their ministers into contact with representatives of 
the more conservative groups in their field, whereas the new Civil 
Servants encouraged supporters of reform to visit the minister and im- 
press him with the widespread public support for changes. Examination 
of the work of many government departments makes it apparent that 
there is a direa relationship between the extent and vigor of reform, 
and the degree to which the key administrative positions in a department 
are staffed by persons who adhered to the formal goals of the government. 

In recent years many individuals have become concerned with the 
problem of “bureaucratic domination” in large-scale society. The justi- 
fied concern with the dangers of oligarchic or “bureaucratic” domination 
of social organization has, however, led many persons to ignore the fact 
that it does make a difference to society which set of “bureaucrats” con- 
trols its destiny. To suggest, as many social scientists have, that trade 
unions, co-operatives, corporations, political parties, and states are large 
social organizations which must develop a bureaucratic structure in 
order to operate efficiently still leaves a large area of indeterminate 
social action for a bureaucratically organized society. No matter how 
structured a situation, every individual and group acts somewhat dif- 
ferently within it, as determined by his past background and present 
social pressures. 

The emphasis on a single theory of bureaucracy has been encouraged 
by the lack of a sociological approach on the part of political scientists 
working in the field of governmental bureaucracies. For the most part, 
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they have not raised questions about the social origins and values of 
government administrators and about the relationship of such factors to 
government policy.® The determinants of the role played by the Civil 
Servant in affecting government policy are analyzed largely on the 
bureaucratic level; that is, the actions of the bureaucracy are explained 
in terms of the self-preservation and efficiency goals of the Civil Service. 
These interests may be defined in terms of prestige and privilege, 
preservation of existent patterns of organization or relationships within 
a department, or maintenance of department traditions and policies. 
There is as yet little formal recognition that the behavior of a govern- 
mental bureaucracy also varies with the nongovernmental social back- 
ground and interests of those inhabiting the bureaucratic structure. Mem- 
bers of a Civil Service — like members of the judiciary, trade-unions, or 
business corporations — are also members of other nongovernmental social 
groups and classes. Social pressures from the multi-group affiliations and 
loyalties of individuals will determine their behavior. The behavior of 
an individual or group in a given situation cannot be considered as if 
the individual or group members had no other life outside of the given 
situation one is analyzing. 

A permanent governmental bureaucracy which is part of or loyal to 
a minority social group can be an effective check against social reforms 
desired by the majority in a period of changing social values such as 
the present. There is no simple solution to the dilemma of keeping gov- 
ernment administration efficient, as well as responsive to the will of the 
electorate. The increase in the power, functions, and sheer size of mod- 
ern government necessitates the search for some means of controlling 
the bureaucracy. It is utopian to think that the electorate’s changing the 
inexpert politician who formally heads the bureaucracy will by itself 
change the course of the activities of the government. As Max Weber stated; 

The question is always who controls the existing bureaucratic machinery. 
And such control is possible only in a very limited degree to persons who are 
not technical specialists. Generally speaking, the trained permanent official is 
more likely to get his way in the long run than his nominal supervisor, the Cabi- 
net Minister, who is not a specialist.’® 

*^For two smdies by sociologists which deal with this problem, see Reinhard 
Bendix, Higher Civil Servants in American Society (Boulder: University of Colo- 
rado Press, 1949), and Philip Selznick, T,V.A, and the Grass Roots (Berkeley: 
University of California Press, 1949)* 

^^The Theory of Social and Economic Organization, translated by Talcott Par- 
sons and A. R. Henderson (New York: Oxford University Press, 1947), p. 128. 



A PARTIAL ANALYSIS OF 2386 DIVORCES GRANTED IN 
MULTNOMAH COUNTY (PORTLAND), OREGON, DURING 1942 

Lawrence S. Bee 

Utah State Agricultural College 

Resideats of the Pacific Coast often hear the divorce-marriage ratio 
of Multnomah County, Oregon, cited as a typical example of the divorce 
trend on the Coast. The proportion of divorces to marriages in Multno- 
mah County has been high for years (Table 1), but this high ratio is 
charaaeristic neither of Oregon nor the West Coast.^ 

Some light has been cast on this non-standard divorce area through 
the effort of Judge Donald E. Long of the Court of Domestic Relations, 
Multnomah County. During 1942, Judge Long kept a personal diary in 
which selected comparable data were recorded on each of 2386 cases he 
heard. These data he made available later to the writer. A 50 per cent 
sample of the cases was taken as they appeared in the diary, and tabu- 
lation was made on Hollerith equipment. 

Table 1 

Multnomah County 



Number 

Number 


Year 

of Marriages 

of Divorces 

Per cent 

1938 

2188 

1398 

63.8 

1939 

1978 

1584 

80.0 

1940 

2034 

1672 

82.2 

1941 

2815 

1967 

69.8 

1942 

3365 

2386 

70.0 

1943 

3191 

3190 

99.9 

1944 

3280 

3747 

114.2 

1945 

4129 

4353 

105.4 

Source: Oregou 

State Board of Health, Division of Vital Statistics. 



States in Which Divorced Couples Were Married. — ^Three-fourths of 
the marriages took place in Washington and Oregon — twice as many 
in Washington as in Oregon, 51 and 27 per cent, respectively. Three per 
cent were married in California and Idaho, respectively; 5 per cent in 
the east, southeast, and other states, together. 

Two circumstances are involved: namely, some Oregon couples were 
married in Washington and divorced in Oregon; some Washington 
couples were divorced in Oregon. Let us consider the latter first. 

^The number of divorces per 1,000 population in 1939 was lower in Oregon 
than in any other state on the Pacific Coast, with the exception of New Mexico. 
Statkikd Abstract of the U. S. Bureau of the Census (1943). 
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It cannot be presumed that the high proportion married in Wash- 
ington represents migration to a lenient state for the purpose of divorce; 
but, possibly, to a convenient state. Folsoms assumption based on 
Cahen’s study that "migration to lenient states is a mere trifle”^ may be 
valid even in this instance, widespread opinion in the northwest to the 
contrary. Vancouver, Washington, with its adjacent industrial areas, is 
directly across the Columbia River bridge from Portland. Many residents 
from southern Washington drive to Portland for different kinds of 
services. It is possible that this area has been a functional part of metro- 
politan Portland for the purposes of marriage and divorce. A couple 
could establish legal residence in Oregon without changing jobs. Declara- 
tion of legal residence in Oregon for the purpose of divorce, with actual 
residence in Washington, easily could be done. Figures on "legitimate” 
inter-state migration would cast but little if any light on this particular 
area.® 

It appears to the writer that a possible factor is the "migration” to 
Oregon for the purpose of divorce — ^that is, to Portland for another 
"service,” sometimes with a false declaration of legal residence in Ore- 
gon. This speculation may serve as an hypothesis to be tested in a much- 
needed case study. 

The other aspect of the high divorce-marriage ratio is the fact that 
in the past a considerable number of Oregonians have gone "across the 
bridge” (Columbia River to Vancouver) to obtain marriage licenses. 
Until recently Oregon’s marriage laws were less liberal than Washing- 
ton’s, whereas the divorce laws in Oregon were more liberal. Oregon’s 
marriage laws compelled physical examination and several days’ delay. 
It was an easy matter to drive to Vancouver to get married. 

Though this might be a ready explanation why Oregon couples went 
to Washington to get married, this writer feels that more is involved. 
Washington’s marriage laws now are as tight as Oregon’s, but Multno- 
mah’s divorce rate is proportionately higher now than it was before 
Washington passed its "gin marriage” law. Obviously, the change in 


^Joseph K. Folsom, The Family and Democratic Society (New York, 1943), 
pp. 503-05. 

® There were 452,088 persons living in Multnomah County in 1944. Forty- 
six thousand had migrated into the Portland-Vancouver area (comprising Multno- 
mah, Clark, Washington, and Clackamas Counties in Oregon) from^ 1940-1944. 
When one considers that some of the inmigrants were of non-marriageable age 
and that this number came into a four-county area, the proportion of potential 
divorce cases would be small compared to the total population of Multnomah 
County. Bureau of the Census Bulletin, Series Ca-3, No. 6, p. 13. 
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Washington s laws had made little difference in the presumed direction. 

The situation illustrates the inadequacy of the crude rate and sug- 
gests that marriage and divorce trends can be judged only after com- 
paring them with the married population residing in a given area. Thus, 
the crude rates from atypical counties on the West Coast must be, in- 
terpreted with caution. 

Length of Time Between Marriage and Divorce. — ^The greatest num- 
ber of divorces took place during the first year of marriage, 12 per cent. 
From the second to the sixth years, inclusive, the decline was steady but 
not marked. There was a significant drop after the sixth year, fallowed 
by a steady decline until the fortieth year after marriage. About one 
divorce in a hundred occurred after forty years of marriage. 

This distribution approximated the distribution showing probabilities 
of divorce for the first thirty years of marriage projected by Cahen.*^ 
Two differences occur. Cahens figures (1928) show the greatest inci- 
dence of divorce to be around the third year of marriage, with sharper 
declines after the fifth and seventh years. In Multnomah County, mar- 
riage was most vulnerable during the first year, with a sharper decline 
after the sixth. An analysis of 425 cases heard and granted by Judge 
Long in January of 1946 showed again the first year to be the highest, 
with marked declines after the fourth and fifth years. 

In 1867-86, for the whole United States, the seventh year was the 
year of greatest frequency of divorce. In 1940, it was about the fourth 
year. Should this smdy prove to be more representative than it now ap- 
pears, marriage will be most vulnerable to divorce during the first year. 

An attempt was made to determine from the data available what 
faaors might be associated with the early divorce group (those couples 
married from one to six years) that would differentiate them from the 
late-divorce group (those married twenty years or longer). Proportion- 
ately, many of the early-divorce group were married in Washington — 
three out of five compared with one out of five married in Oregon, 
Further, only 3 per cent of the early-divorce group were married in the 
midwest, compared with 20 per cent of the late-divorce group. 

Comparing the two groups further according to grounds for divorce, 
three-fifths of the early group charged cruel and inhuman treatment and 
mental abuse (one ground); less than one case in six, desertion. Among 
the later-divorce group, desertion was significantly more frequent — ^two- 

^ Alfred Cahen, Statistic^ Analysis of American Divorce (New York: Co- 
lumbia University Press, 1932), p. 112. 
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fifths of the group, and about equal in incidence to the charge of cruel 
and inhuman treatment and mental abuse. 

One in four of the early-divorce group reported one or more chil- 
dren; one in twenty had more than one child; virtually none had more 
than two children (less than one per cent). Of the later-divorce group, 
three out of four had one or more children; two-fifths had two or more. 

It is reasonable to assume that the divorce group most, recently mar- 
ried was younger, less subject to the marriage mores. The majority were 
married in Washington, thus perhaps a more mobile group. They were 
more decisive in terminating marriage rather than letting it drift into 
desertion. They seemed less inclined to have children, but the age dif- 
ferences here make this assumption dubious. Though these assumptions 
are based only on indirect evidence, they do have some empirical sup- 
port and might be presumed to characterize these more recent divorce 
cases. 

Grounds for Divorce . — Over half of the cases were granted on the 
grounds of ’'cruel and inhuman treatment and mental abuse” (one 
ground). One case in four was desertion, 23 per cent; one case in six, 
"cruel and inhuman treatment and mental abuse and physical abuse,” 17 
per cent. The other grounds of insanity, adultery, and "other” grounds, 
including annulments, made up less than 2 per cent of the total cases. 

Judge Long is of the opinion that there is little relation between the 
grounds for divorce and the "causes” underlying the cases he heard. 
Whatever the selective faaor may be in the choice of legal grounds, it 
was not suggested by these data after cross tabulation with other factors 
available. The great majority of the cases might more descriptively be 
designated as "incompatible.” 

It is of interest to note that no case was granted on the ground of 
adultery, despite the fact that liquor and/or "another person” was men- 
tioned during the hearings in two-fifths of the cases. Liquor was men- 
tioned by one in five, "another” by one in eight. About one couple 
in twenty mentioned liquor and "another person.” This suggests that the 
bases for legal complaint may be becoming less social and moral and 
more personal than formerly. 

Children Involved. — Three-fifths of the cases were childless mar- 
riages, 6l per cent. This is about the same proportion as obtained in a 
national study of divorce by Cahen in 1928 and by Mowrer in 1919-® 

® Ernest R. Mowrer, 'Family Disorganization (Chicago: University of Chicago 
Press, 1927), p. 73. 
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One family in five listed one child, 21 per cent; one in five, two or 
more children, 18 per cent; two in a hundred listed four children; fewer 
than 1 per cent listed five or more. 

About two-fifths of the children were of pre-school age; a sixth in 
the primary grades; three-tenths in adolescence; a sixth 21 years or older. 
A total of 1406 children were listed, an average of less than one child 
for each couple. 

Wives as Complainants , — ^Wives were the complainants in four- 
fifths of the divorces granted. It is the opinion of Judge Long, based on 
evidence brought out in the hearings, that this does not mean that the 
husbands were the major offenders in so large a proportion of the cases. 

A high proportion of the cases were uncontested, suggesting col- 
lusion — that is, divorce by mutual agreement, which is illegal in Oregon. 



HUMOR AND MORALE IN INTERNMENT CAMPS 

Alvin H. Scaff 
Pomona College 

Morale is increasingly recognized as a significant aspect of human 
action wherever man lives under stress. This discussion of morale is 
oriented to wartime conditions, but it deals with issues that are important 
in other areas of group relationships. As long as peace is threatened by 
war, as long as labor-management problems exist, as long as teachers try 
to impart knowledge to reluctant students, we must be concerned with 
morale. For morale involves the qualitative aspect of the responses of 
individuals and groups in situations that bring forth either their best 
efforts or result in their disorganization. A situation which is met with 
courage and group cohesion indicates the presence of high morale, 
whereas a response of discouragement and disintegration of group life 
indicates a lack of morale. 

Morale, although subjective, is real and is universally indispensable. 
It indicates the successful adjustment of a group to its situation; it is 
also a dynamic factor which aids in bringing about adjustment. Morale 
is related to the culture of a people, but is not identical with culture. 
Morale indicates strong motivation toward support of the group and the 
group s ideals. It is a necessary ingredient in success in the face of odds 
and is even more necessary in saving the group from the crushing effects 
of defeat. The ability of people to endure hardship is perhaps the clearest 
indication of high morale. 

That morale is a valuable weapon was amply demonstrated during 
the last war. All sides struggled to maintain their own morale and at 
the same time to deflate the morale of the enemy. Leaders became rally- 
ing points for the loyalties of their followers, but they were also scape- 
goats in terms of which the opposing side achieved unity and stronger 
morale. Thus, To jo, as a symbol, served to strengthen the morale of the 
Japanese; also, as a symbol of hatred to the Americans, he helped to 
strengthen the opposition. Morale is produced quickly and easily where 
the group focuses its attention on a symbol of the opposition that threat- 
ens the group’s existence. The internees, for example, bolstered their 
morale by making jokes at Japanese expense. 

In view of the importance of morale to the adjustment potential 
and the survival possibilities of groups, every society should be inter- 
ested in reviewing its own resources for high morale. One way in which 
to discover these resources is to study the group, or a sample of the 
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group’s members, while they are subjected to an experience so severe 
and terrible that the utmost ingenuity and fortitude is necessary for 
survival. Under these circumstances the observer can discern the ele- 
ments that go into the making of the group’s morale as well as note the 
weaknesses in the group’s response to stringent circumstances. The in- 
ternment camps provided an excellent laboratory for the study of morale. 
The civilian internment camps in the Philippines were especially use- 
ful in this analysis, because they contained a cross section of people of 
widely divergent ages, of both sexes, and of various occupational and 
religious backgrounds. The civilian camps were better than the military 
prison camps for this purpose, inasmuch as the civilian camps more 
nearly approximated a normal community population. 

My knowledge of internment stems first from personal experience 
and from first-hand observation of the reactions of other internees. I 
was interned in two of the civilian internment camps in the Philippines 
during the last thirteen months of the war. Prior to that time I had been 
in hiding in the hills of central Negros Island and had been imprisoned 
for two months in Japanese Army jails. Secondly, these personal im- 
pressions have been revised or supported by more objective data in the 
form of diaries, reports written by internee committees and internee 
officials during the course of internment, official camp records, and 
interviews of ex-internees. This second source of information was col- 
lected during the three years after internment through a visit to the 
Historical Records Section of the Adjutant General’s Office in Wash- 
ington, through numerous letters to ex-internees, and through inter- 
views with many ex-internees. The data pertinent to humor and morale 
serve as a basis for this report. 

Morale arises as a defense against the threat of the destruction of 
an individual or a group. In the internment camps the threats which 
gave rise to morale were of several varieties. First, the subjection of the 
internees to the authority and whims of the Japanese was a threat to 
the superior status of the white man in the Orient. Second, the social 
status of groups within the white world was challenged by the necessity 
of unsegregated and communal living arrangements. Third, the sense 
of respeaability of the internees was threatened by the crowded living 
quarters, mass feeding, lack of privacy, and shortage of clothes. Fourth, 
through restricting his freedom and forbidding him to see newspapers 
or hear radio reports, the Japanese tried to isolate the internee and to 
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destroy his belief that America would win the war. Finally, the very 
existence of the internees was threatened by starvation. 

Although the challenge to the existence of a group and to the group s 
customary social status provides the occasion for the development of 
morale, it does not explain that morale. What positive factors were 
significant in the internees' struggle to resist discouragement? Several 
were important: patriotism, American optimism, news and rumor of the 
progress of the war, religious faith, and a sense of humor. Here I wish 
to discuss only humor as a morale-maintaining mechanism. My purpose 
is to demonstrate the functional relation of humor to the maintenance 
of morale. 

Internee humor took three forms: anecdote, parody, and cartoon. In 
each form the content of the humor was provided from the life of the 
camp. The light-hearted joking with which we are familiar in everyday 
life or in commercial entertainment was conspicuously absent. Intern- 
ment camp humor reflected a somber tone and served a purpose more 
serious than mere amusement. 

The responses of children to the demands of internment living pro- 
vided many healthy laughs for the interned adults. In school one day 
a picture in the primer provoked this conversation: 

“This boy’s daddy is taking him to a carpenter shop,” Philip explained. 

“What’s this?” asked the younger child, pointing to a picture in the margin. 

"That’s a hammer, and this is a saw.” 

Then the other lad remembered something. “Where are the nails?” he asked. 

And not being able to imagine a country where stores sold nails, Philip 
quickly responded, “Oh, he’ll loot the nails.”^ 

Two parents were discussing the house they would have in America 
when the war was over, when their three-year-old son interrupted, "And, 
Mummy, can I keep all the boxes under my bed?” 

In Santo Tomas the young children lived with their mothers in the 
Annex, while the older boys and men resided in the Main Building. One 
day a little boy burst forth with this gem: "Mummy, when I grow up, 
can I go live with Daddy in the Main Building?” Interned parents never 
tired of telling these incidents because they produced laughter at the very 
point where the obligations of rearing children in an internment camp 
had generated severe tensions. 

One day the Japanese taking roll call at Los Banos congregated on a 
corner of the road near one of the barracks. As they waited for the count 

H. Eldridge, Bombs and Blessings (Washington, 1946), p. 184. The 
incident took place at Los Banos. 
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to be completed, they smoked cigarettes and threw the butts to the ground. 
When the signal was given for the end of the roil call, several internees 
dashed over to pick up the cigarette butts. They laughed about this, and 
their laughter made it possible for them to stoop to such behavior. With- 
out the perspective on internment life indicated by the laughter, the 
American internee could not have brought himself to smoke a discard- 
ed Japanese cigarette. Humor and adjustability and high morale go to- 
gether. 

Internees chuckled over the patches they wore, their jumbled rooms, 
and the lines they perpetually joined. '"When I get out of here,’’ one 
internee said, 'I’m going to have the servants and the family line up all 
day in front of the bathroom. That’s the only way I’ll feel at ease.”- 

The common experiences of internment living were humorously 
written into parodies sung to popular tunes by a Glee Club at occasional 
camp gatherings. Here is the second stanza sung to a chorus from Finoc- 
chio: 

Oh, hi diddle dee dee! 

I am an internee. 

I till my garden every day, 

I need the workout anyway. 

Hi diddle dee doo 
I’m glad when work is through. 

My cheeks are brown and my teeth are white, 

I have a marvelous appetite. 

It goes to bed with me every night — 

I am an internee! 

Cartoons drawn by internees were effective in picturing some of the 
absurdities of the camp’s life and in saving the internees from too narrow 
a concern with their own plight. Some of the drawings were posted on 
bulletin boards; others were passed around among the internees. Cartoon- 
ist McCall during the early days in Santo Tomas pictured two men at a 
table. One, shirtless and barefooted, is picking his toes, and remarks, 
"Lots of nice people here, once you get to know them.” The other man, 
fuUy dressed even to necktie and monocle, is eating lunch and retorts, 
"Really!”® An early edition of the mimeographed paper in Santo Tomas, 
called the "Internitis,” pictured three men seated before bowls of mush 
and underneath this inscription, "See no weevil, think no weevil, eat no 
weevil” One of the best cartoons showed two men in patched shorts 
leaning on their hoes in the camp garden. One internee states emphatical- 


Russell Brines, Until They Eat Stones (New York. 1944), p. 163 
James E. McCaU, op. cit., Plate XXVI. 
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ly to the other. '1 always have said, and I still say, well be out of here in 
ten days.”^ Thi« was the spirit of the American internee, often unreal- 
istic, but stubbornly optimistic and hopeful 

The Santo Tomas internees hit upon a unique way of announcing 
the news and rumors that circulated through the camp. The practice was 
to awaken the internees each morning by playing a record over the public 
address system. The tides of the songs were carefully selected to convey 
a message to the internees. For example, the morning following the 
rumor that Hitler had been assassinated, the record was "Ding Dong, the 
Witch Is Dead.” Following the announcement that the Japanese Army 
would take charge of the internment camps, the internees were awakened 
to the tune of "Who’s Afraid of the Big Bad Wolf?” When the Japanese 
announced that they were to take up all the money of the internees for 
deposit in the Bank of Taiwan, the wake-up tunes were '1 Got Plenty 
of Nothing ” and ‘1 Can’t Give You Anything but Love, Baby.” 

James L. Ford has said that humor "is founded on the deathless prin- 
ciple of seeing someone get the worst of it.”® This statement is especially 
appropriate to the internment situation and to internee-Japanese rela- 
tions. The conflict between Japanese and Americans that conditioned all 
other aspects of internment life was reflected also in camp humor. Any- 
thing that made the Japanese look ridiculous was humorous to the in- 
ternees — for example, the Japanese report that they controlled the Hawai- 
ian Islands, had occupied San Francisco and New York, and had landed 
a naval task force in Wyoming, 

Because the internees were powerless to do anything openly to de- 
tract from the majesty of the Imperial Japanese Army, they had to resort 
to subtle means of restoring their sense of superiority over their Japanese 
guardians. Near the end of internment at Los Banos the Glee Club sang 
parodies with veiled allusions to war developments. The internees, of 
course, were not supposed to know the war news; however, news and 
rumors, sometimes indistinguishable, circulated constantly through the 
camps ( the sources being a secret radio inside the camp and notes smug- 
gled in from the outside). With Japanese present in the audience, the 
Glee Club daringly sang of the coming of our forces in a parody on 
"Shell Be Coming Round the Mountain.” The reference to Makiling is 
to a mountain just west of the Los Banos Internment Camp: 

Plate L. 

Quoted by John H. Burma, “Humor as a Technique in Race Conflict,*’ 
American Sociological Review, XI (1946), 710, from Milton Wright, Whafs 
Runny — and Why (New York, 1934), pp. 6-8. 
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They’ll be coming o’er Makiling when they come, 

They’ll be coming o’er Makiling when they come, 

They’ll be coming o’er Makiling 
And we’ll lose that empty feeling, 

We will lose that empty feeling when they come. 

Then the parody forecast what the internees would do to the Japanese 
when the tables were turned. These "'guardians” and "friends” would be 
inflicted with the same treatment that had been meted out to the in- 
ternees: a diet of soft, pasty rice called lugao, and internment in Barracks 
20, the worst in camp with a dirt floor and a limited supply of water. 

One of the cleverest parodies, sung to the tune of "Oh, No, John” is 
a satire on the presumably accurate news possessed by the Japanese 
guard and the presumed ignorance of the internee. After the Japanese 
guard has given negative answers to all questions concerning the progress 
of the American forces, the parody comes to this conclusion: 

Well, since there will be no invasion, 

And since you have crushed us so, 

Since this war is won and over. 

Sentry, will you let us go? 

Chorus : 

Oh, no, John! no, John! no, John, no! 

It helped internee morale tremendously to be able to laugh at the Japan- 
ese in their presence without their detecting the veiled references. 

Humor in the form of cartoons, or parodies, or stories retold around 
the camp appreciably helped in maintaining morale. Although some- 
times strained and often containing a serious note, humor was never 
completely lacking in the internment camps. The internee was rescued 
from the misery of his present circumstances through laughter at the ab- 
surdities of the situation. Humor helped to provide that necessary ele- 
ment in high morale which Kurt Lewin has called "time perspective.”^ 
Groups and individuals lose morale when they live in the past, or when 
their reactions are wholly confined to the context of the present. The 
function of humor among the internees was to help them gain perspec- 
tive. Through humor they were able to transcend the present and to live 
in hopes of the better life that awaited rescue. The ability of Americans 
to laugh when their way of life is challenged and when life itself is 
threatened constitutes a bulwark against low morale and should be con- 
sidered an important constructive factor among the nation*s human 
resources. 

®Kurc Lewin, ’Time Perspective and Morale,” in G. B. Watson, editor, 
Civilian Morale (New York, 1942). 



PRIMITIVISM, AUTHORITY, AND "HUMAN RELATIONS”^ 

Reinhard Bendix 

University of California, Berkeley 

The current vogue of the "Human Relations approach” in industrial 
sociology provides us with an ideal case study in the sociology of knowl- 
edge. I venture to guess at the results of this case study. The persons 
responsible for this approach are primarily anthropologists, and second- 
arily other social scientists who are strongly influenced by the anthro- 
pological perspective.^ 

What is the effect of this perspective? (I) The modern factory is 
regarded as a social system. (II) Co-operation between management and 
labor is primarily a problem of communication; the task is to discover 
what the obstacles to communication are and how they can be removed. 
(Ill) The goal of modern civilization (and hence of the modern factory) 
is the establishment of a social equilibrium. 

I. 

Many sociologists have devoted themselves under Mr. Mayo s inspira- 
tion to investigate the social conditions of human co-operation. In a little- 
known pamphlet, which Mayo wrote in Australia in 1919, we find the 
following statement: 

Cooperation can only be the result of spontaneous growth (not of rules and 
regulation). . . . Collaboration in the complex purposes of civilization is the mark 
of social health; any ideal which aims at less than this is dangerous. Civilization 
has passed beyond 19th century individualism to 20th century class rivalry. Its 
capacity to survive depends upon its capacity to achieve a social condition that will 
subsume castes and classes under a community of interests and purpose.^ 

The prototype of this co-operation is to be found in the primitive tribe, 
where "each member knows his place and part although he cannot ex- 
plain it,"^ Today, we have moved away from this type of co-operation, 

am aware that the "Human Relations approach” has been criticized by 
others. Unlike these others, I have been concerned with an evaluation of the con- 
ceptual framework of this approach. A more extended treatment along these lines 
is contained in a forthcoming article by Reinhard Bendix and Lloyd Fisher, "The 
Perspectives of Elton Mayo,” Review of Economics and Statistics (November, 1949). 

^ Consider, for example, how many scholars prominent in the human relations 
field could be enumerated if we take as our point of departure Elton Mayo’s ref- 
erence to Warner’s study of Newburyport in his Human Problems of an Industrial 
Civilization (Boston: Graduate School of Business Administration, Harvard Uni- 
versity, 1946). The following names suggest themselves: Warner, Gardner, Kim- 
ball, Arensberg, Homans, Davis, Whyte, Henry, Low, Lunt, Chappie. 

^ Elton Mayo, Democracy and Freedom (Melbourne: Macmillan and Com- 
pany, 1919), pp. 48-50. 

^Mayo, Human Problems, pp. 179-80. 
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aad hence the individual worker feels out of touch with his fellows and 
without a sense of social function. Because we cannot restore the "cake 
of custom” which governed individual action in primitive society, we 
may wonder how co-operation in the factory is to be conceived in terms 
of this analogy. 

Once we think of the factory as an analogue to the primitive tribe, 
our problem is solved. Ail participants agree on the objective of their 
joint efforts: increased production. The proper functioning of the tribe 
and the factory is indicated when the individual accepts the goals of the 
group. Efficient production becomes a synonym of social health. Restric- 
tion of output, antagonism towards management, work stoppages, and 
other behavior "disorders” indicate that the social system is diseased. Re- 
moval of such symptoms presages a return to a "proper” functioning of 
the social system. How is this view applied in the interpretation of the 
Hawthorne studies? 

The basic index used in these experiments was the rate of output. 
Nobody is likely to quarrel with an index. But though the rate of output 
can be objectively measured, it can be interpreted only in terms of a 
specific frame of reference. Accordingly, an increase in output was re- 
garded as evidence of improved co-operation; decreasing output shows 
its deterioration. It is hard to detect at what point these equivalences 
slide over into the assertion that co-operation and high productivity are 
synonymous. Yet, however elusive the transition, that it was accomplished 
is best seen in Mayo’s inference that the co-operation of workers in the 
work shop or in trade unions is evidence of social disorganization. Such 
an inference is possible only on the basis of a prior identification of 
social health with the co-operation which results in high productivity. 
It seems plausible to equate these terms with one another once we look 
at the factory as a social system, because the goals of this system are 
defined by management. But this involves the pars pro toto fallacy which 
interprets labor-management co-operation as if it were the same as co- 
operation in general Hence, if workers do not cooperate with manage- 
ment, social disintegration has set in. And the analogy to the primitive 
tribe is not wanting: 

Whether as anthropologists we study a primitive race or as industrialists we 
study some part of the modern complex and chaotic scheme, we find, either in the 
natural wilds or in the modern city, groups of individuals who find their happiness 
and such sense of personal security as may be in the subordination of an individual 
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to a common interest. The solitary who works alone is always a very unhappy 
person.^ 

How was it accomplished that the individual worker subordinated 
himself to the "'common interest” in high productivity? The output of 
the five girls in the Bank Wiring Room was high throughout the ex- 
perimental period, although not right at its beginning. T. N. Whitehead 
has pointed out that the prestige of the experimental group and the in- 
dividual worker’s identification with it were largely responsible for this 
result.® And Fritz Roethlisberger has pointed out that this result was 
achieved by altering "almost all the practices common to the shop.’"^ That 
is to say, the individual worker subordinated herself to the managerial 
goal of higher productivity only under circumstances which gave her 
prestige and personal satisfaction. But to achieve this result, all the com- 
mon practices of the shop had to be altered. To think of this work-group 
as the model for ideal labor-management relations in the whole plant 
makes as much sense as studying a native African family on an exhibi- 
tion tour as satisfactory evidence for an understanding of their tribal 
culture. The small work-group may be a social system, but under ordin- 
ary working conditions it is conneaed with the enterprise by the prin- 
ciple of authority used to organize production throughout the factory. 
By itself the small work-group may be a social system, but by itself it 
is an industrial absurdity. How can Mr. Roethlisberger be sure that he 
was still studying industrial relations, when his experiment required that 
the common practices of the shop be altered in order to obtain the 
wholehearted co-operation of the experimental group? 

IL 

The industrial sociologists at the Harvard School of Business (and 
elsewhere) are not ignorant of the role which authority plays in the 
organization of production. Although they ignored its importance when 
they studied the small work-group, they reintroduced it when they ap- 
plied the lessons learned from this experiment to the larger problems of 
labor-management co-operation. The evidence showed that workers would 
co-operate (that is, produce more) when personal attention had restored 

® Elton Mayo, The Political Problem of Industrial Civilization (Boston: 
Graduate School of Business Administration, Harvard University, 1947), p. 21. 
Note the all-or-none alternative: either one subordinates himself to a common 
interest, or one will be solitary and unhappy. 

^The Industrial Worker (Cambridge: Harvard University Press, 1938), I, 

254. 

'^Management and Morale (Cambridge: Harvard University Press, 1944), 
p. 14. 
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to them the sense of their social function. It seemed to follow that man- 
agement has the job of accomplishing this. Hard words have not been 
spared in pointing out to industrial managers that they have failed in 
this respect. It is somewhat curious that this seems to be the first case 
on record in which businessmen have accepted such criticism in good 
grace, coming though it does from social scientists, who are not otherwise 
known to be respected in the business community. The reason for this 
anomaly is, I believe, not hard to find. 

Mr. Roethlisberger has stated that managers must keep the channels 
of communication free and clear, so that the bottom of the organization 
gets to understand the economic objectives of the top, and the top under- 
stands the feelings and sentiments of the bottom.^ The social system of 
the factory will succeed or fail as a result of managerial efforts to fa- 
cilitate downward and upward communication. It is within their power, 
therefore, to resolve the industrial conflicts of our time: 

The world over we are greatly in need of an administrative elite, who can 
assess and handle the concrete difficulties of human collaboration. As we lose the 
non-logic of a social code, we must substimte a logic of understanding. If at all 
the critical posts in communal activity we had intelligent persons capable of ana- 
lyzing an individual or group in terms of first, the degree of logical understand- 
ing; second, the non-logic of social codes in action, and third, the irrational ex- 
asperation symptomatic of conflict and baffled effort; if we had an elite capable 
of such analysis, very many of our difficulties would dwindle to vanishing point,” 

This is indeed a challenge which business executives may find inspiring. 
If the industrial sociologists find many managers wanting in these skills, 
they leave little doubt that management has both the ability and pos- 
sibility of settling industrial strife by improving communication through- 
out the plant. And executives may find this assessment of their function 
especially reassuring, inasmuch as they are told that by attending to the 
sentiments and feelings of the workers they may be able to enlist their 
'^spontaneous co-operation.” 

It fact, they are told that management cannot exercise its authority 
without the implicit consent of the workers. Chester Barnard has defined 
authority as 'another name for the willingness and capacity of individuals 
to submit to the necessities of co-operative systems.”^^ What are the ne- 

®Cf. Roethlisberger, Management and Morale, pp, 192-93. 

®Mayo, Human Problems, p. 185. 

(Cambridge: Harvard University Press, 
1942), p. 184. It IS instructive also to cite here a quotation from Major General 
James G, Harbord, which Barnard apparently endorses as expressing his view: 

. the greatest of all democracies is an Army. Discipline and morale influence 
the inarticulate vote that is instantly taken by masses of men when the order 

not move forward until the 

motion has carried. * Ibsd., p. 164. 
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cessiries of the co-operative system of the factory? They are defined by 
management in terms of the steps necessary for increased production. If 
management defines what is necessary for co-operation, as it must, then 
we easily get authority without the willingness of the worker to submit. 
He may submit unwillingly, if he does not care to get fired. But whether 
willingly or not, business executives are reassured that none of their 
orders can be effective unless they meet with the worker s consent. Per- 
haps it is the manager (rather than the worker) who is pleased to hear 
that his every-day orders are obeyed, not because he has authority but 
because he has been able to elicit consent. It is, of course, plausible that 
managers might want to mitigate the harshness of industrial discipline. 
But it is disingenuous to assert that their authority is consent, that im- 
proved communication is the cure-all for industrial conflict, that workers 
only co-operate when they co-operate with management, and that our 
civilization will spin itself to doom and destruction ( to paraphrase 
Roethiisberger) if they do not. 


III. 

It seems to me that the basic frame of reference in the human-rela- 
tions approach consists of a series of question-begging propositions. All 
this could be avoided if industrial sociologists would forego the pleasure 
of speculating about civilization and make explicit acknowledgment of 
their own position within that civilization. The fact is that they have 
accepted the goals of industrial managers as their own, and that they 
give these goals the aura of science by treating the factory as a self-con- 
tained social system whose equilibrium is to be preserved. By equating 
a weU-functioning factory with social equilibrium and even with the 
survival of civilization, they have surrounded certain useful observations 
about the behavior of people in large-scale industry with a pretentious 
and misleading ideology. That this appeals to business executives is 
certainly not an argument against it. But that it hides the evaluations 
basic to the human-relations approach is unfortunate. 

An explicit statement in this respect would enhance the scientific 
value of these studies. It would reveal that men like Mayo prefer co-op- 
eration to conflict to the extent of identifying civilization with the first, 
and its decline with the second term. This preference prevents them from 
examining the conditions and results of the co-operation which they so 
ardently seek. That is, they take increased produaion as the only basis of 
co-operation and they take for granted that the elite of industrial managers 
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has the power to restore the "social equilibrium" of our society. They 
fail to question whether industrial managers either can or should have 
such power, whether a "social equilibrium" on their terms is worth having. 
And in their eagerness to advocate one solution they have failed to notice 
a major obstacle. It could be that managers frequently fail to obtain the 
co-operation of their workers for reasons other than ill-will, short-sight- 
edness, or defective communication. It could be that workers want to 
co-operate on different terms, as Professor Hart has recently suggested.^^ 
Instead of analyzing the preoccupations and ideologies of workers and 
managers as indicative of social pathology, it might be better to view 
them as human responses to the institutional pressures of modern large- 
scale production. Perhaps because of its fear of conflict the Mayo school 
underestimates the difficulties of human co-operation. Otherwise, they 
would not dismiss so readily instances of co-operation of which they dis- 
approve.^^ And they would give more weight to the obstacles to com- 
munication if they did not think that they can remove these obstacles 
through an improvement of communication. 

It is an ironic commentary on the organismic view of society that 
studies guided by it will tend to neglect the trained incapacities of work- 
ers, managers, and social scientists. 

^ Hart, "Industrial Relations Research and Social Theory,” Canadian 

Journal of Economics and Political Science, XV (Feb. 1949), pp. 53-73- 

“Cf. Mayo’s views on trade unions and on government action in Human 
Problems, pp. 164-67, 172-85. See also his Social Problems of Industrial Civiliza- 
tion (Cambridge: Harvard University Press, 1947), Chapters I and 11. 



THE FRAME OF REFERENCE OF WARD’S DYNAMIC SOCIOLOGY 

John M. Foskett 

Vfiiversity of Oregon 

The purpose of this analysis is to identify and define Lester F. Ward’s 
frame of reference or point of departure and to reconstruct the problem 
as it existed for him. It will be seen that, rather than developing a body 
of principles with the primary objective of explaining a class of phe- 
nomena, Ward was engaged in formulating an extensive argument to 
support a pre-conceived policy. His principles, when fully formulated, 
constituted a rationale for social action as opposed to the policy of 
laissez-faire and not a body of knowledge to make such action possible. 

Ward very early evidenced a strong interest in education and social 
reform, the former being the means to the realization of the latter. At 
the same time he had read extensively in the field of natural science and 
had become imbued with the idea of a basic opposition between reason 
or science, on the one hand, and superstition or dogma, on the other, 
as a guide for human behavior. His conviction that science must replace 
dogma or religion began to take definite form when, in 1869, he was 
instrumental in the organization of the National Liberal Reform League. 
A principal activity of the League was the publishing of a journal, the 
Iconoclast) of which Ward was editor and principal contributor. 

The announced purpose of the League was significant: . the 

dissemination of liberal sentiment; the opposition to all fallacious moral 
and religious doctrines, and the establishment of the principles of mental, 
moral and religious liberty, . . 

Ward’s first editorial was entitled "The Situation,”^ in which he de- 
picted a current struggle between science and religion, the latter being 
charged with actively opposing the development of science and seeking 
to keep the human mind in bondage. A series of subsequent editorials 
constituted a presistent campaign against the asserted evils and bigotry 
of the Church. In contrast to the irrationality of religion. Ward persist- 
ently pointed to the laws of nature as revealed by science as the ap- 
propriate basis of human amelioration. 

During the first year of the Iconoclast, Ward read Mill and thus be- 
came acquainted with the basic ideas of Comte and the principles of Pos- 
itivism. Perhaps as a result, he began to think more and more in terms of 

^ ‘Circular of the National Liberal Reform League,” in Glimpses of the 
Cosmos, VoL 1 (New York, 1913), p. 39- 

^ Glimpses of the Cosmos, VoL 1, pp. 42-46. 
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the possibilities of science rather than the limitations of religion. Ward 
was aware of the shift in emphasis and, in April, 1871, announced he 
would no longer seek to '^combat error” but would destroy it by substitut- 
ing scientific truths.^ This was a major turning point in his career and 
was to lead eventually to Dynamic Sociology. Stimulated by the writings 
of Comte, Mill, and Spencer, Ward now sought to "'prove” the possibility 
of a science of society and of a society guided by the truths of such a 
science. It is to be noted, however, that the task undertaken was not to 
develop the science itself but to demonstrate that it was possible. It is 
in this sense that Wards work was confined within the framework of 
an argument. 

Immediately after receiving his B.A. degree in 1869, Ward had 
started work on the book which finally appeared in 1882 under the title 
Dynamic Sociology, The original title, Flan of the Great Panacea,'^ re- 
veals, significantly, the initial orientation of the writer. At this stage the 
book was conceived as a grand argument based on the premise that 
"education forms opinions, opinions beget volitions, volitions inspire 
actions,” and to the effect that "education is the immediate means of at- 
taining the ultimate end of human life.”^ The original prospectus re- 
fleaed a primary concern with education and evidenced the author’s 
explicit objective of proving by logical argument that education is the 
great panacea. The section titles themselves are of interest in this con- 
nection: "Introduction,” "Influence of Education,” "Universal Education,” 
"Modes of Acquiring Education,” "The Field of Human Labor,” "The 
Sciences,” "Historical Knowledge,” "How Shall the Reform Be Brought 
About?” "The Evils under Which Society Labors and Their Cause,” "De- 
mands of the Cause,” "Value of Theoretical Knowledge to Industry,” 
"Results Which Will Flow from Increased Intelligence. 

By the Fall of 1874 a draft of the entire two volumes had been com- 
pleted, At this juncture Ward ceased writing and began to read extensive- 
ly in preparation for a revision or, as it turned out, a re-writing of the 
book. Works read at this time included Spencer’s First Principles, Prin- 
ciples of Biology, Principles of Psychology, and Study of Sociology, 
Lyell’s Principles of Geology, and Comte’s Positive Philosophy, 

As indicated, the most characteristic feature of Ward’s work to this 
point was an effort to develop a theoretical justification for education 

HbU,, pp. 159-161. 

Hbid,, Vol. 3, p. 150. 
nbU., p. 155. 
nbid,, pp. 150-153. 
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and positive social action. The interruption of work for additional read- 
ing and the length of time already devoted to the preparation of the 
work evidenced difficulty in arriving at a compelling argument. Fin- 
ally, however, the Positivism of Comte and the evolutionary philosophy 
of Spencer provided the long-sought theoretical framework for the argu- 
ment. Borrowing heavily from both, the plan of the work was extensively 
reformulated in 1876, and what amounted to a new work began to take 
shape. The Comtean philosophy of social progress and the Spencerian 
monistic and cosmic philosophy of history replaced the original tenets 
regarding education. As Ward wrote years later, he had "begun to see 
that what I was writing was sociology.”'^ Symbolical of this shift in the 
conceptual framework of the argument for societal seif-direction and 
education was the adoption at this time of the new title. Dynamic Soci- 
ology,^ 

From the beginning, Ward was fully aware of the fact that he was 
formulating an argument to justify a pre-conceived policy. Indeed, he 
frequently stated his basic objective in just such terms. As early as 1866 
he prepared and delivered an oration entitled, "The Importance of In- 
tellectual Culture,’' in which it was argued that "education is every- 
thing.” Writing of this oration later, Ward stated that "from that date 
(1866) on it was my ambition to expand the idea into a book and to 
give all my reasons in extern The book in question was to be his 
Dynamic Sociology. Thus the initial orientation was that of an argument 
to prove that education was the means to human welfare, an argument 
to be supported by a whole volume of reasons. This original frame of 
reference was never abandoned. 

At the time of the publishing of Dynamic Sociology, Ward wrote a 
full account of the preparation of the book. Commenting on the com- 
pletion of the first draft of Volume I, he wrote, "I was now prepared to 
enter upon what I regarded as the real subject of the work, viz. Educa- 
tion. The six (or seven) chapters constituting the first volume were 
only preparatory to this, that is, they constituted the argument for the 
justification of a treatise on education.”^® 

It would appear, then, that when Ward began writing he was de- 
liberately and consciously constructing an argument or rationale for 
education on the assumption that it was an adequate remedy for the 

"Ibid., p. 172. 

Ubid. 

nbid., p. 148. 

Ibid., p. 164. 
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many social problems. That he continued within this frame of reference 
throughout the period of writing is clearly evidenced by his own state- 
ments in the final version of the text. 

Volume I was devoted primarily to the elaboration of a cosmic 
philosophy patterned after that of Herbert Spencer and served as a basis 
for the theory of social action and education to be set forth in Volume 
II. Ward called attention to the faa he was engaged in an argument 
when he wrote, 'In the foregoing consideration of the phenomena and 
laws of tertiary aggregation, those of the dynamic group have been 
chiefly reviewed. This course has been adopted for a variety of reasons, 
the principal of which is that what is here said is designed rather as an 
introduction to the argumentative part of this work, to be embraced in 
the second volume.”^ ^ 

A similar observation is made at the beginning of Volume II "And 
now the reader’s indulgence is asked while still another preliminary 
chapter is presented, which also seems essential to a complete prepara- 
tion for the intelligent comprehension of all the terms and postulates in 
the final argument.”^^ Again, "It only remains, before proceeding with 
the argument, to reduce to a systematic form and to bring together in 
a single place the several principles that underlie phenomena, and to 
classify them anew with special reference to the application to the 
science of Dynamic Sociology.”^^ 

At about the time Ward completed writing Dynamic Sociology, he 
wrote an article dealing specifically with the two opposing views toward 
social action: laissez-faire and artificial regulation. The principal point 
developed was that the advocates of artificial regulation had failed to 
support their position as had the advocates of laissez-faire, and that a 
rationale must be found if classical theory is to be successfully opposed. 
"They {the advocates of artificial regulation] wince under the charges of 
the theoretical school, and confess or make no response; yet they are 
not deterred from their work. There is no fixed set of doctrines laid 
down to govern this movement. Aas advancing it are not defended by 
argument. It is an impulse without a philosophy; an instinct rather than 
a conviaion.”^^ Dynamic Sociology was Ward s conscious effort to sup- 
ply the necessary doctrine, argument, or philosophy with which to op- 

^Ibid., VoL 1, p. 699 . 

VoL 2, p. 2. 

p. 76. 

Functions,” Glimpses of the Cosmos, Vol. II (New York, 

1913), p. 340. 
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pose the classical view and to promote the cause of the proponents of 
artificial regulation. 

The above analysis of Ward’s point of departure in the writing of 
Dynamic Sociology has shown that the author did not set out to stiidy 
social phenomena themselves or even to determine whether such a study 
was possible. Rather, it was his original and primary purpose to demon- 
strate, through logic and by the use of currently accepted concepts, that 
it was possible for mankind to control his own destiny through the use 
of the findings of a science of dynamic sociology implemented by uni- 
versal education. 

If we may accept this analysis, our attitude toward the conclusions 
of Dynamic Sociology will be materially affected. The basic concepts 
set forth by Ward can no longer be seen as an effort, successful or un- 
successful, to account for or explain social phenomena, but must be 
viewed as the terms of an argument and determined by the requirements 
of the argument itself. 

Put in the briefest form, Ward’s Dynamic Sociology is a monistic 
cosmic philosophy built up from 19th century physical philosophy and 
used to demonstrate that there is a process of social evolution and that 
at a certain stage in this evolutionary process society will become con- 
scious of itself and have the knowledge requisite for self-direction in a 
manner comparable to the emergence of mind and intelligent behavior 
in biological organisms. In short, a science of society wiU emerge of 
necessity and in accordance with inevitable universal natural law. But 
what will be the nature of this science? It will study the laws or pro- 
cesses of social evolution which were already established in demonstrat- 
ing the inevitability and nature of the science itself. Ward was engaged 
in a process of circular reasoning identical to that of Comte. 

Once having "discovered” sociology of the Comtean and Spencerian 
variety, Ward knew no bounds in his enthusiasm. Indeed, it was this 
enthusiasm that, in the end, led him to lose sight of the fact that his 
basic ideas were born of an argument and to regard them as empirically 
derived truths. That is, his ideas relative to the need and possibility of 
a science of social phenomena were confused with the findings of the 
science itself. 

In closing, I should like to raise a question. To the writer it is a 
crucial question and merits careful consideration. To what extent have 
subsequent generations of sociologists worked within a frame of reference 
similar to that of Ward? To what extent have more recent students of 
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man become involved in an argument to prove the possibility of a 
science of society and then gone on to regard the principles developed 
in that connection as empirically derived truths? To what extent have 
the basic and guiding concepts of contemporary sociological theory been 
developed within the framework of an argument? It is generally agreed 
that the concept of social process or processes occupies a central position 
in modern sociological thought. I am aware that this concept came into 
existence when Albion W. Small and a number of others were engaged 
in a strenuous argument with their contemporaries regarding the in- 
clusion of sociology in the ranks of scientific disciplines. 


CONSEQUENCES OF THE PARTIAL LOSS OF CONTINUITY 

IN SOCIETY 
Robert E. L. Faris 

University of Washington 

Social disorganization can occur in a number of ways and in conse- 
quence of a variety of causal factors. One of these ways is the failure 
of a society to reproduce itself. The Shaker sect, which forbids sex re- 
lations, is nearing its end from this type of failure. More common, 
though less noticeable, is moderate social disorganization resulting from 
partial loss jof continuity in society. The present discussion is based on 
an examination of this phenomenon and its consequences of personal 
disorganization. 

A useful distinction between two types of human communication 
has long been current among sociologists: contacts of continuity and 
contacts of mobility. The former — consisting of communications from 
parent to child, from teacher to pupil, and from old literature to reader 
— are related to the preservation of a social heritage, to conservatism, 
tradition, and stability. Contacts of mobility, on the other hand, are 
communications among contemporaries and are related to interchange 
of new information and influences, to change, drift of fashion, and 
scientific advance. 

Although contaas of mobility, and the resulting change and dis- 
organization, are frequently studied as conditions dangerous to a society, 
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it is also generally recognized that, in the modern world, change cannot 
be avoided and that in the competition among nations any peoples who 
fail to make the most of the contemporary knowledge that is available 
will be in danger of lagging behind and of being at the mercy of more 
powerful nations in the competition for space, power, economic domin- 
ance, and influence. On the other hand, few sociologists would think to 
question the indispensability of continuity. Man is dependent upon his 
social organization, and this fact cannot be repealed by denying the 
reality of society. Organized precedents function for man in interaction 
as habits do for the separate person. Without standards of conduct for 
society, each generation would have to invent anew a working culture 
and would thus be limited to the extremely simple amount that could 
be devised in so short a time as a life span. Culture and social organiza- 
tion may look simple enough when we are born to it, but the difficulty 
of evolving a set of functioning rules is appreciated when we observe 
a group of small boys making an unsupervised attempt to work up an 
organized game. After a period of frustration the boys gratefully accept 
orders from anyone who is definite about how to form a game. 

Concerning the opposition between the two types of contacts, it 
need only be pointed out that where contacts of continuity are strong 
and preponderant, persons tend to be more interested in tradition than 
in fashion, and in classics than in science. Where contaas of mobility 
are strong, however, conservatism tends to wither. 

A parallel distinction is customarily made between two types of 
knowledge, each related to one of the above types of social contacts. 
Folk knowledge is borne on contacts of continuity, and scientific knowl- 
edge (as well as faddish belief) is borne mainly on contacts of mobility. 
We live in an age of science and technology, but we have not yet come 
near the stage in which the new kind of knowledge is sufficient for ail 
purposes of human life. In fact, most of what the mass of even our col- 
lege-educated population knows is classifiable as folk knowledge rather 
than science. 

In the present condition of our society, we have populations in three 
stages with reference to type of knowledge: those with folk knowledge, 
those with scientific knowledge, and those with no effective amount of 
either. The point is well illustrated with reference to agriculmre. There 
exists an incomplete but valuable and rapidly growing science of agri- 
culture which, at its best, is naturally far superior to folk agriculture. 
It has produced seeds and strains superior to any previously known, as 
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well as more effective plant and animal foods and methods of nurture. 
The achievements in this field are recent, however, and farming has 
been successfully practiced for millennia entirely without science. Crude 
as it is, and full of error and superstition, folk agriculture contains some 
efficient principles and is clearly better than no knowledge at all, other- 
wise known as common sense. Where folk knowledge is at its best and 
competes with an incomplete field of agricultural science, the comparison 
is not always unfavorable to the former. There probably is nothing in 
the science of animal behavior which can yet improve the remarkable 
training of sheep-tending dogs. For further illustration a folk device for 
meeting a frequent crisis of lambing time may be mentioned. When a 
ewe refuses her own lamb, which is then threatened with starvation, the 
farmer may put a strange dog in the stall with the ewe and the lamb. 
In the face of this threat, the mother's defensive reaction is called into 
play, and she usually shelters the lamb and thus comes to accept and 
hence to suckle it. 

The third condition — ignorance of either folk or scientific knowl- 
edge — may be illustrated by city dwellers or newcomers to suburbs and 
dude farms who attempt to grow plants or tend animals without draw- 
ing on the experiences of others. There is a comic literature on the 
blunders of these amateurs, and few have failed to see at one time or 
another the consequences of the pathetic self-confidence of the ‘’com- 
mon-sense" agriculturists. Their plants wither from overcrowding or 
poor soil, or fail to develop from lack of open sunlight; the chickens 
fly away, become sick, or fail to lay. There is no end to the possibilities 
here, and the anecdotes may be accepted as humorous only because we 
do not depend upon this class of person for food production. 

Deprivation of all folk knowledge in the field of human relations, 
however, is a far more serious matter. It is necessary to admit that, for 
ail of our worthy research in psychology and sociology, it cannot be 
maintained that an achieved science of human relations yet exists. There 
have been progress in conceptualization and much accomplishment in 
devising the tools of discovery, but not enough established principles to 
enable us to set rules for bringing up children, saving a weak marriage, 
or winning friends and influencing people. In the not very common 
situation in which an expert on child training succeeds in training his 
own child, critical inspeaion may reveal that some of his success is at- 
tributable to his use of knowledge and skills not recorded in books, and 
perhaps even at variance with the written principles. 
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Folk knowledge, however, has its greatest triumphs in the field of 
human relations. As long as he has been human, man has depended upon 
an organized group of his fellows, and the preservation of an effective 
system of co-operation has been as vital as the pursuit of food. Wherever 
man has survived, it is evident that he must have possessed adequate 
solutions to the basic problems of co-operation. The ethnological litera- 
ture is rich in examples of ripe folk wisdom among preliterate peoples, 
and, at the best, the reflections of the tribal sages compare favorably with 
the observations on human nature in our most prized literature and even 
in our modern texts on social psychology. We cannot confidently say, 
for example, that the dictum that persons who are dissatisfied with the 
conduct of one another should ''have a good quarrel” for the sake of 
catharsis, is superior to the contrary advice of the Chagga teacher, “Con- 
ceal a warning in a joke and he (that is, the guilty person) will thank 
you with a gift.” 

Even where scientific knowledge does exist, it is not always available 
for use until it is so much diffused among the population and integrated 
with the culture as to become in fact a part of the body of folk knowl- 
edge. It is doubtful whether, even when we are able to write a bookful 
of established principles of child training, it will be possible for mothers 
to rear their babies by the book alone. It would be analogous to the 
problem of learning to speak French by studying the old Fraser and 
Squair grammar. One can not apply rules to babies without having a 
rich acquaintance with them, and the rules are most readily learned and 
applied through extensive apprenticeship by one who knows them as 
second nature. 

The most conspicuous personal failures in human relations are found 
among those who have, like the amateur agriculturists mentioned above, 
neither science nor folk knowledge. Such persons, concealing their ignor- 
ance from themselves and trusting their independent judgment, have to 
make their discoveries of the character of human nature and the prin- 
ciples of social interaction alone — a task too great even for persons of 
high ability. 

The writer has examined a number of cases which describe this type 
of failure. One of the best illustrations of all is to be found in the bio- 
graphy of Jack London, the author of adventure fiction, whose life is 
replete with failures that would have been avoided by persons with a 
supply of folk wisdom. Other examples are found among marginal men, 
migrants, residents of urban slums, and faddist settlers in southern Cali- 
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fornia. The first generation in any new profession, the first generation 
to have ample money, the first generation to live in a city, the first gen- 
eration to become famous — all these face difficulties of this kind because 
they lack the special advantage of the folk knowledge that is preserved 
in the continuity of family and community lines, and that normally comes 
to each person through apprenticeship from his own people. It is not 
altogether impossible to become assimilated into a new order in one life- 
time, but the difficulty is great enough to set pitfalls for the majority 
who try. 

It is not to be assumed that the urban populations, however de- 
tached they may now be from a past, will be forever drifting from fad to 
fad in a cultureless void. The instability is temporary. New systems may 
evolve within a reasonable time. It has been pointed out that a new style 
of family, the companionship family, appears to be emerging, and that 
in certain stable city residential and suburban areas there is developing 
a new social integration which is not a revival of an earlier folk society, 
but a good working community life which is adapted to the changing 
secular civilization. The shape of things to come may be less spectacular 
than imagined by Wells and by Huxley — perhaps it is to be seen in the 
hammocks of suburban back yards. 

In conclusion, it is appropriate to recognize again that — though con- 
tinuity furnishes the stability, the organization, and the advantages of 
standardization, predictability, and security to a society — there are con- 
tributions as well as penalties that come from discontinuity. From this 
latter condition come the speculators, the pioneers, the bearers of ex- 
ceptional risks, and the discoverers of new directions. The George Apleys 
are valuable to society, but not in this role. Both stability and instability 
can also be overdone, and most of us would grant that medievalism as 
well as bohemianism can be a threat to a social order. 



THE CONCEPT OF MARITAL ADJUSTMENT AREAS 
Charles E. Bowerman 

University of Washington 

During the past few years there have been a number of studies in 
which social scientists have attempted to assess the degree of happiness, 
or success, in marriage, to discover the factors which are associated with 
differing degrees of success, and to predict before marriage what the 
most probable outcome would be. These smdies have viewed success as 
something which could be generalized for the marriage as a whole. 
Whether based on one question, or compounded from a series of ques- 
tions, success has been measured by a single score which is intended to 
represent the degree of success or failure of the entire activity. Such 
measures have been found to be very useful and have provided us with 
many worthwhile results, but we are now at the stage in our research 
when we can use criteria which are more diagnostic. If we could measure 
the pattern of adjustments within marriage as weU as the degree of 
over-all success resulting from this pattern, we would be able to extend 
our research much farther than we can at present. 

How can we best represent the total adjustment pattern of a mar- 
riage? There are as many different adjustments in a marriage as there 
are marital situations in which interaction occurs. The number of these 
separate interactions is very large, and we obviously cannot measure the 
degree of adjustment in each one. If all of these specific adjustments, 
however, can be grouped into a fairly small number of "areas’’ of adjust- 
ment situations, within each of which the adjustments are of an essential- 
ly similar nature, then the smaller number of adjustment areas can be 
used to represent the total pattern of adjustments. More specifically, we 
can define an "area of marital adjustment” as the universe of all those 
marital situations toward which married persons tend to make essential- 
ly the same degree of adjustment. According to this definition, the de- 
gree of adjustment with respect to a sample of adjustment situations 
from an area would predict rather accurately the level of adjustment to- 
ward other situations in the same area, or, what is more significant, to- 
ward the entire area. In other words, the adjustments made to a sample 
of marital situations from an area can be used as an estimate of the de- 
gree of adjustment achieved with respect to that entire area. In this 
way, most of the specific adjustment situations in marriage may be 
grouped into areas containing similar adjustment content. For example, 
all adjustments with respect to in-law relationships may be sufficiently 
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similar that they can be considered as belonging to the same area and 
measured as a unit. The same may be true for adjustments with respect 
to financial and economic matters, friends, religion, recreational inter- 
ests, and so forth. The efficiency of this sort of representation is quite 
apparent. Even if some of the areas were not entirely homogeneous with 
respect to adjustment content, some lack of precision in estimation would 
be more than compensated for by the use of a comparatively small num- 
ber of measures to provide an estimate of the total adjustment pattern 
existing within the marital relationship. 

There are several lines of evidence which indicate the usefulness 
and validity of the concept of areas of adjustment in marriage. In the 
first place, the theory of marital interaction uses such classifications as 
in-law adjustments, religious adjustments, financial adjustments, sexual 
, adjustments, and so forth. This kind of classification implies that the 
adjustments within a category are more similar to one another than they 
are to adjustments in the other categories. Furthermore, in marriage 
counseling we may ask a sample of questions about each of the areas 
which we believe to be important, in order to get an indication of the 
extent to which there are problems in that aspect of the marriage. The 
interviewer often makes inferences about the entire area which are based 
on his knowledge of a sample from the area. For example, he will say 
”the sexual adjustment of this couple is very good,*' or “only fair,*’ or 
“poor.** In both theory and counseling, therefore, an implicit concept of 
areas of adjustment has been found to be useful. 

Other evidence of existence of such areas comes from the prediction 
studies of Terman and those of Burgess and Cottrell,^ in which the amount 
of agreement-disagreement was asked about such areas as handling fi- 
nances, religion, friends, and so forth, each of which involves summariz- 
ing many experiences under one label. The reliability and validity of 
these questions is further indication that people think of the adjustments 
included under each label as sufficiently similar that they can evaluate 
them coUeaively. Besides, Judson T. Landis made a study^ in which he 
asked about the length of time it had taken couples to make their ad- 
justment in six different areas of the marital relationship. His findings 
indicate that the respondents were able to consider each of the six areas 


^E. W. Burgess and L. S. Cottrell, Predicting Success or Failure in Marriage, 
(New York: Prentice-Hall, Inc., 1939) and Louis M. Terman, Psychological 
Factors in Marital Happiness (New York: McGraw-Hill, 1938). 

^Judson T. Landis, “Length of Time Required to Achieve Adjustment in 
Marriage,’" American Sociological Review, XI (December 1946), pp. 666-74. 
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he used as a single aspect of marriage, and that they reacted somewhat 
differently to each one. 

As a further test of the validity of the concept of adjustment areas, 
we made a scale-analysis study of a number of possible areas, using the 
scale-analysis technique developed by Louis Guttman.^ This type of 
scale analysis tests the hypothesis that a set of items has been sampled 
from the same universe of content. Twenty-one tentative areas were de- 
fined, and approximately ten questions were constructed to represent 
each area. Twenty of the tentative areas were tested on a sample of over 
150 couples, and the other area was tested on another sample of 60 
couples. Questions were given to both husband and wife, who were to 
answer independently. When the results were analyzed according to the 
criteria used by Guttman, seven of the areas were found to scale, eight 
were marginal or quasi-scales, and six did not scale.^ 

The conclusions drawn from the scale-analysis study^ can be stated 
as follows: 

(a) In the six sets of items which definitely did not scale, the analy- 
sis showed that some had been ambiguously defined, or contained more 
than one area of content, and in many instances single questions had 
been ambiguously interpreted. The same is true, to a lesser degree, of 
the eight sets of items which were judged to be marginal as to seal- 
ability. In most cases, some of the items in the set showed good inter- 
relationships, but others were sufficiently unrelated that the coefficient 
of reproducibility of the entire set was low. 

(b) Each of the seven sets of items which did scale came from a 
unit area of content, inasmuch as, in this kind of scale analysis, scaling 
is evidence of similar content by definition. 

(c) An unexpected result was that, in general, those items phrased 
in terms of how well satisfied they were with various aspects of the re- 
lationship scaled much better than those which asked about extent of 
disagreement or argument. This would indicate that the general inter- 

® Louis Guttman, 'The Cornell Technique for Scale and Intensity Analysis*’, 
Journal of Educational and Psychological Measurements, VII (Summer, 1947), 
pp. 247-79. 

^The seven which scaled had been defined as "agreement with respect to 
financial matters,” "satisfaction with social behavior of spouse” (two forms, e^h 
of which scaled), "satisfaction with appearance of spouse,” "satisfaction with 
spouse as a person,” "personal satisfactions derived from marriage,” and "seraai 
adjustments.” 

®For details of the study, see Charles E. Bowerman, The Measurement of 
Areas of Adjustment in Marriage, Ph.D. Thesis, 1948 (University of Chicago 
Library) . 
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pretive reaction to an area of content might be of a unitary nature, in 
and marital adjustment, which has been investigated by Burgess and 
spite of the fact that the more specific kinds of behavior, such as dis- 
agreements, are not as highly intercorrelated. 

(d) In general, the degree of scalability that was found, as well as 
the analysis of item interrelationships even in those sets of items which 
did not scale as a set, definitely supported the assumption that there 
are clusters of marital adjustment situations which we can validly con- 
sider as comprising areas of adjustment. 

As an interesting sidelight of the scale-analysis study, we worked out 
intercorrelations among scale scores on five areas.® According to the 
Pearsonian coefficient of correlation, the mean intercorrelation among 
area scores was only .514, whereas the mean coefficient of reproducibility 
of the separate scales was 84.9- On the one hand, responses to items in 
each area were shown to be rather faithfully represented by a single 
score; on the other hand, mean intercorrelations among scores of only 
.51 show the necessity of measuring each area separately if we wish to 
obtain an accurate picture of the total adjustment pattern. 

A number of interesting research possibilities could be opened up 
by the use of measures of the pattern of adjustments. For one thing, we 
would be interested in finding out the effect of the various adjustment 
patterns on the way the marriage, as a whole, was evaluated. How much 
"strain” can there be in one or more areas of the relationship before the 
entire marriage is affected? We would also be able to add to our meager 
knowledge about differential family types by finding out if certain popu- 
lation groups have a characteristic pattern of adjustments and evaluations 
of those adjustments which differs from that of other groups. 

With respect to analysis of factors contributing to the success or 
failure of marriage, we would not have to confine ourselves to discover- 
ing if certain factors were related to success; we could find out in what 
way they were related. This would give us much more powerful tools 
for analysis than we now possess. For example, the happiness of an indi- 
vidual s parents may be highly correlated with his economic, affectional, 
sexual, and in-law adjustments in marriage, but may have little or no 
relationship with the other kinds of marital adjustments which he must 
make. 

®The five are^ selected were agreements about financial matters, satisfaction 
with personal habits of spouse, satisfaction with spouse’s cultural interests, satis- 
faction with behavior of spouse in social groups, and satisfaction with spouse as 
a person. 



1949 


The Concept of Marital Adjustment Areas 


49 


In addition to finding the kind of effect premarital factors have on 
marital adjustments, the relationship between engagement adjustment 
Wallin/ could be refined by finding out which areas of engagement ad- 
justment were most closely related with the various areas of adjustment 
in marriage. The relationship between some kinds of adjustment in the 
two periods might be found to be very high; in other areas it might be 
very low. 

The same advantages would exist for discovering the effect of post- 
marital factors on the marriage adjustment. We would like to know, for 
example, what kinds of adjustments were most affected by change of 
social status, by mobility, by depression, by the wife's working, by an 
increase in the size of the family, and so on. 

Another subject in which we have been interested is the trend in 
marital adjustment throughout the period of marriage. Burgess and 
Cottrell, and Lang® found that the marital adjustment of the couples they 
studied declined with the duration of marriage. It would be important 
to find out in what respects the adjustments declined, or improved, with 
increased marital experience. Landis® found that all adjustments are not 
achieved with equal facility, nor accomplished to as high a degree. More 
refined measures would enable us to carry this type of analysis much 
further. 

Another advantage which seems rather important is the use that such 
measures might have in the counseling process. For post-marital counsel- 
ing, these measures could be used as diagnostic tests, supplemental to 
interviewing, to help spot the trouble areas. For pre-marital counseling, 
we would hope to extend our present prediction techniques to include 
prediction of adjustment in the different areas of the relationship. We 
would be able to tell a couple (with the same precautions that should 
be employed in the use of present tests) not only how successful they 
could expect their marriage to be, but in what respects they can anticipate 
the most difficulties. This would greatly increase the usefulness of pre- 
diction tests in pre-marital counseling, inasmuch as it would direct our 
counseling toward the most probable sources of difficulty. 

This paper has given a theoretical framework within which diagnostic 
measures may be worked out, but has said nothing about the method of 

■'E. W. Burgess and Paul Wallin, "Predicting Adjustment in Marriage from 
Adjustment in Engagement,” American Journal of Sociology, XLIX (1944), 
pp. 324-30. 

® Burgess and Cottrell, op. cit., p. 409- 

^Loc. cit. 
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measurement which is to be employed. At a later time, we shall report 
the results of a current study in which we are working toward the de- 
velopment of scales to measure the degree of adjustment in ten areas 
of the maritaLrelationship. 

In summary, we have expressed the need to supplement our present 
measures of the over-all success of marriage with measures which evaluate 
the pattern of adjustments. This pattern can be efficiently represented by 
areas of adjustment, each area including those adjustments which are 
similar in content. Therefore measures of the degree of adjustment 
achieved in each area will provide us with a fairly accurate estimate of 
the total marital-adjustment pattern. 



POPULATION PRESSURE IN JAPAN 
David B. Carpenter 

University of Washington 

Excessive pressure of population on resources has constituted the 
core of Japan’s argument justifying its recent military expansion into 
vast areas of the Far East. Today Japan has more population and fewer 
resources than before the war. If its population pressure justified ex- 
pansion in 1931, 1937, or 1941, it would justify expansion today. 

Ackerman has recently argued that Japan has resources adequate 
for the support of its population; that its population pressure justifica- 
tion of military expansion has been specious.^ To make his point, he 
assumes the most extreme circumstance in which Japan might find it- 
self — as in the Tokugawa Period, sealed from foreign trade. So isolated, 
Japan could, according to Ackerman, provide to a seventy million popu- 
lation approximately the standard, with regard to the minimums of food, 
clothing, and shelter, which prevailed for the Japanese masses before the 
late war. 

Ackerman would augment the prewar 85 per cent self-sufficiency in 
food by rationing the population at a 2,500 calorie level, including 50 
grams of protein and minimum vitamin requirements; by diverting to 
food crops the land now devoted to industrial exports crops like pepper- 
mint, pyrethrum, and mulberry; by utilizing improved rice seed; and by 
diverting to food purposes the 20 per cent of the fish catch not so uti- 
lized before the war. 

Ackerman would utilize forest products to clothe the Japanese in 
rayon; to provide wooden clogs in lieu of shoes; to heat food and water 
in the home; to provide the wood and bamboo, which, along with 
straw and clay, have traditionally served for housing construction; and 
to provide household furnishings and equipment. He refers to Spar- 
hawk’s study of Japanese forestry^ as evidence of the adequacy to this drain 
of the Japanese forests, which cover 75 per cent of Japan’s land area. 

Although Ackerman grants that a Japan thrown on its own resources 
would feel the pinch of isolation most in phases of mineral supply, he 
argues that it could approach self-sufficiency under a rigorous con- 
trolled program of utilization. Coal is adequate to minimum needs; sulfur 
is available in surplus; salt can be obtained from sea-water; limestone is 

^Edward A. Ackerman, "Japan: Have or Have-not Nation,” Japan's Pros- 
pea (Harvard University Press, 1946), Part II, pp. 25-44. 

“W. N. Sparhawk, Japan, Forest Resources, Forest Products, Forest Policy, 
U. S. Dept of Agriculture Forest Service, Division of Forest Economics Pamphlets, 
May, 1945. 
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plentiful; limited petroleum resources could be augmented from coal 
derivatives for minimum lubrication and gasoline needs; and pressure 
on coal resources would be minimized by hydroelectricity, which would 
be the prime-mover of the islands. 

Three minerals are indispensable to the self-sufficient agriculture 
Ackerman proposes. Of these, nitrates are abundantly available from the 
air, but phosphatic and potassic compounds are in short supply and 
were imported before the war. Ackerman concludes that ‘'the production 
of both potash and phosphate from local materials might be sufficient 
to support the seventy millions, but it is quite unlikely that it ever 
could reach the amount necessary for local agriculture supporting a 
larger population.”^ 

Indigenous resources would provide minimum needs of copper, 
magnesium, zinc, gold, silver, and manganese. Strict parsimony in utiliza- 
tion could prolong for some decades local supplies of iron, lead, tin, 
mercury, and antimony. There would be no aluminum, and the supply 
of the alloy metals, molybdenum, tungsten, and vanadium would be negli- 
gible. Smelting processes could be carried on with home island resources. 

Ackerman’s analysis is provocative. Although he erred in his popu- 
lation estimate of seventy millions as contrasted with today’s eighty-one 
millions, his thesis that Japan is in fact not a resource-poor land and 
that its population could subsist upon its resources is probably still true 
except for phosphates, potash compounds, and certain metal ores which 
must be imported to support even a subsistence economy. It is import- 
ant, however, to make explicit the less obvious implications to Japan of 
such a degree of self-sufficiency as he hypothecates: (1) necessity of 
maximum application of technological knowledge in resource conserva- 
tion and utilization; (2) necessity of an equalitarian system of distribu- 
tion of minimum subsistence essentials through rigorous administrative 
and police controls; (3) a period of years before the self-sufficiency 
goals could be reached through ( 1 ) and ( 2 ) . Such self-sufficiency could 
be achieved only through extension of authoritarian controls and through 
maintenance of the plane of living at the subsistence minimum from 
which the Japanese have been struggling to escape. 

Japan’s population of eighty-one millions is being augmented an- 
nually by a natural increase of approximately a million. That between 
1721 and 1850 Japan’s population was stabilized at twenty-eight to 
thirty millions was apparently an adaptation through abortion, infanti- 


Ackerman, op. cit., p. 37. 
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cide, disease, and fajoiine to the subsistence ceiling imposed by the tech- 
nology and social organization of the Tokugawa Period. Population 
growth approximated under impact of industrialization and urbaniza- 
tion a typical logistic curve. Between Japans first National Census ( 1920) 
and 1940, population increased from fifty-six to seventy-three millions, 
an annual average increment of 0.85 millions.^ In 12 -month periods 
ending September 30, population change was, in millions: 1941, plus 1.2; 
1942, plus 0.7; 1943, plus 0.5; 1944, minus 0.1; 1945, minus 1.4; 1946, 
plus 3.7; 1947, plus 2.5.^ Postwar population increase has been sharply 
influenced by the repatriation to Japan from abroad of six million 
persons.® The crude birth rate declined from 32 per 1,000 population 
per annum in 1930 to 23 in 1945 and rose sharply to 35 in 1947. Crude 
death rate declined from 18 per 1,000 population per annum in 1930 
to 16 in 1941, rose to 17 in 1944, peaked at 29 in 1945, and dropped 
to 15 in 1947.'^ It would appear that with the increasing urbanization 
of the population and the spread of birth-control information, the birth 
rate will return to the prewar downward trend. The death rate trend 
will probably reflect inversely the plane of living. Opportunities for 
emigration of Japanese appear negligible, at least for the foreseeable 
future. 

Postwar Japan bears the burden of resources wasted, cities bombed, 
shipping sunk, foreign assets lost, reparations exacted, trade disrupted 
and limited, industrial capacity destroyed, area restriaed, and freedom of 
action limited — the legacy of a war fought and lost. In 1947 Japans 
population was 25 per cent larger than in the depression year of 1930, 
yet her industrial production was 60 per cent less.® 

During 1946, 1947, and early 1948, the average per capita daily 
food consumption fluctuated between 1,750 and 2,250 calories: city 
populations averaged under 2,000; non-city populations over 2,000. The 
government staple food ration was the source of approximately two- 
thirds of the caloric intake of the fifty to sixty million non-selfsuppliers.^ 
Food producers were compelled by law to sell to the government for 
ration distribution all staple foods produced in excess of the producer's 

Irene B. Taeuber and Edwin G. Beal, 'The Dynamics of Population in 
Japan,’* The Milbank Memorial Pund Quarterly, Vol. XXII (1944), pp. 226-30. 

® Supreme Commander for the Allied Powers, Summation of Non-Military 
Activities in Japan, No. 35 (August, 1948), p. 276. 

Ubid., p. 280. 
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authorized family food supply. Indigenous purchases, permitting a ration 
distribution of 500,000 metric tons (rice equivalent weight) per month, 
had to be augmented in the average month by approximately 125,000 
metric tons (rice equivalent weight) of wheat flour and other staple 
foods imported from the U. S. to prevent ‘‘disease and unrest.'’^^ Release 
of imported food through ration channels has been associated with a 
decline in percentage of population underweight from 25 to 15, and 
with a decline in the percentage of population manifesting symptoms 
associated with nutritional deficiencies from 35 to 20.^^ 

Japanese imports have been limited to the minimum necessary to 
“prevent disease and unrest,** and have been largely bought with U. S. 
funds. Maximum encouragement has been given, within the limits of 
Far Eastern Commission policy, to development of exports in order to 
relieve the U. S. taxpayer of his burden in Japan. Imports during 1947 
exceeded in value 500 million U. S. dollars; exports approximated 
180 million U. S. dollars. Imports, chiefly from the U. S., were 60 per 
cent food; 18 per cent raw cotton (for re-export processing); 18 per 
cent fertilizer; and 4 per cent other. Exports, chiefly to Asia, were 75 
per cent textiles and 25 per cent other.^^ 

Japan is today kept from the Malthusian checks of disease and famine 
by rigid rationing and by U. S. subsidy. Capital and consumer-good 
destruction during World War II and postwar restrictions have slowed 
Japan's reemergence as a nation capable of providing her population with 
minimum subsistence independent of outside assistance. 

In a free-trade world Japan would not necessarily be at a disadvantage 
because of population pressure on resources, just as Manhattan Island 
is not disadvantaged by extreme population pressure on natural re- 
sources. It is in a world of tariff barriers, trade quotas, Empire prefer- 
ences, programs of national self-sufficiency, and threat of war that the 
pressure of population on Japan’s resource base has tended to be associat- 
ed with a low plane of living, totalitarianism, and expansionism. 

Japan in the years ahead could in a free-trade world achieve a high 
standard of living for a ninety or a hundred million population without 
militant expansion. But to the degree that it be denied competitive access 
to world markets and raw materials, Japan would probably again be 
tempted with economic and political expansion as the alternative to 
Ackerman’s self-sufficiency of poverty and regimentation. 

No. 35 (August 1948), p. 202. 

No. 32 (May 1948), pp. 375-76. 

^im., pp, 294-99. 



THE ETHNIC REFERENT 
Leonaed Bloom 

WITH THE COLLABORATION OF 

Jacqueline Wright and Harvey Schechter 
University of California, Los Angeles 

This paper is an attempt to indicate an area o£ investigation and a 
procedure of analysis. It is not a full exposition, and the slender empir- 
ical findings are presented to help pose some questions. Having begun 
on this contrite note, we assert that there is ample reason for setting up 
and discussing pilot studies before too many commitments are made, aU 
the evidence is in, and the scheme is thoroughly embalmed by rigidified 
procedures. This is a pilot study, and we invite those who may find 
merit in it to modify and experiment with the plan of attack. 

The virtues of the approach lie in two areas. First, it enables us to 
specify the characteristics of ethnic experience for ethnic groups and 
others within the same framework and to differentiate the quantity and 
quality of such experience. This seems to us to be preferable to the com- 
mon practice of assuming that ethnic phenomena are so important that 
it is unnecessary to find out how important they may be. With the ap- 
plication of a time budget, which we did not attempt, our scheme would 
afford a relative as well as a direct measure of the mass of ethnic ex- 
perience. The second merit is that it provides a context within which at- 
titude research may be cast and indeed may help the student of attitudes 
to pose meaningful questions. In general, the point of deparmre of at- 
titude research is ad hoc’edi, and the work is terminated with a larger 
question than it began; namely, what relationship do the described at- 
titudes have to experience? (We do not claim to touch the larger quest- 
ion: what do attitudes have to do with acts?) An attitude smdy based 
on an analysis of ethnic experience would rest on firmer empirical 
foundations. At least the symbols employed would bear a closer approxi- 
mation to experiential reality. At this stage of our work, however, we 
are willing to justify the study on the first ground, that an orderly anal- 
ysis of ethnic experience is desirable and feasible. 

Our procedure was as follows. (See Appendix.) A class of thirty- 
four senior students in ethnic minorities were directed to record over a 
period of eight weeks everything they encountered which had ethnic 
content. After two weeks the preliminary material was examined to de- 
termine the adequacy of the coding, the time that would be required for 
a usable sample, and the need for additional training. The recorders 
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were, of course, warned against letting the assignment modify their 
aaivities and relationships. Records were to be made privately as soon 
as possible after an observation. A simple code was worked out within 
which to state the minimum characteristics common to the reports, and 
the code made provision for analysis from three points of view: (1) 
from the perspective of the recorder, (2) from the point of view of the 
agent of the utterance or act, (3) from the point of view of the ethnic 
objea. In addition, the code provided for situational classification: public, 
private, or involving mass media of communication; the participants 
were identified as acquaintances or strangers; and the strength and 
quality of emotional toning directed toward the ethnic object were 
classified. (See Appendix for code.) 

Although full background data were compiled, in this report only 
two recorder attributes are used: ethnic identity and, in one instance, 
economic stams. The ethnic composition of the class was 17 Anglos 
(that is, persons without positive ethnic characteristics ) , 13 Jews, 2 
Orientals, and 2 Negroes. Two per cent of the items were rejected as 
inappropriate or inadequately recorded. Only data supplied by the Anglo 
and the Jewish samples are discussed here. 

The 17 Anglo recorders set down 647 references, an average of 4.9 
per person per week; the 13 Jewish recorders supplied 461 references, 
or 4.6 per person per week. (See Table L) The negligible difference be- 


Table I. Number and Rate of Ethnic References. 


All Recorders 
•{Test Group) 

Number 


Rate per Week 

Anglos (17) 

647 


4.9 

Jews (13) 

461 


4.6 

Matched Recorders 
{Test Group) 

Anglos (13) 

516 


5.2 

Jews (10) 

374 


4.9 

Matched Recorders 
{Control Group) 

Anglos (38) 

28 (in 

one day) 

5.2 

Jews (26) 

23 (in 

one day) 

6.2 


tween these rates did not coincide with our naive anticipation. In order 
to determine whether or not the experiment sensitized the recorders, we 
had the recorders interview matched individuals about their experiences 
over a 24-hour period. In aU instances the controls showed a rate calcu- 
lated on a weekly basis somewhat above that of the recorder group for 
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the eight-week test period. The control check indicated that the recorders 
were not oversensitized by the project, as we had anticipated, but that, 
on the contrary, the protracted period of recording may have lost us 
something less than one case per recorder per week. 

Of all the items recorded, more than 40 per cent pertained to the 
Negro and about a quarter to Jews; the remainder were scattered among 
several groups. With the Anglo recorders, the emphasis on Negroes was 
much heavier than on Jews; but although the Jews recorded a third of 
their cases about Jews, they, too, recorded a somewhat higher proportion 
about Negroes. Unfavorable items outweigh favorable items for both 
Negro and Jewish objects, whether the recorder is an Anglo or a Jew. 
We shall discuss the relative weights of favorable as compared with un- 
favorable items separately for situations involving the mass media and 
for those involving interaction in public and private situations. 

Detailed analysis according to the economic stams of recorders was 
not attempted because of the limited number of cases, but it is worth 
noting that in all situations the proportion of unfavorable observations 
recorded by Anglos about Negroes increased as we ascended the economic 
scale. But there was no such correlation between higher status and un- 
favorable observations recorded by Anglos about Jews. These results raise 
a question about the attitude studies which report anti-Semitism associated 
with high economic status and anti-Negro attitudes associated with low 
economic status. Because samples are small and lack individuals in truly 
depressed economic stams, we are not warranted in pursuing the ques- 
tion here. No orderly association was discovered between the economic 
stams of Jewish recorders and the charaaeristics of their observations, 
but we can make one point. In the highest income bracket among Jewish 
recorders, there was a relatively low proportion of unfavorable observa- 
tions about Negroes and practically no favorable observations about Jews. 

For both Anglo and Jewish recorders, tertiary observations, that is, 
those involving the mass media of communication, loomed fairly large 
and included more than a third of the items recorded, (See Table II.) 
References of this sort, however, made up a much larger proportion of 

Table 11. Ethnic references by recorder and situation. 

(Number and percentage) 



Overt Behavior 



Recorder 

Private 

Public 

Mass Media 

Anglo (N=17) 

293 ( 45 . 6 %) 

114 ( 17 . 8 %) 

235 

( 36 . 6 %) 

Jew (N=13) 

197 ( 42 . 7 %) 

100 (21.8%) 

164 

( 35 . 6 %) 
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Table III*. Ethnic references by recorder, object, and situation. 

(Number and percentage) 

Negro Object Jewish Object 

Overt Behavior Mass Overt Behavior Mass 
Recorder Private Public Media Private Public Media 

Anglo (N=17) 123 53 144 91 34 25 

(38.5%) (16.5%) (45.0%) (60.7%) (22.6%) (16.7%) 
Jew (Nr=13) 61 43 92 95 28 34 

(31.1%) (22.0%) (46.9%) (60.6%) (17.8%) (21.7%) 

* The relationships in Table III are significant at the .01 level. X^= 35.94 
and 33.38. 

the observations about Negroes than about Jews. (See Table III.) In 
whatever way the mass media data are analyzed, the Negro object is 
more favorably weighted than the Jewish object when Anglos were the 
recorders. The favorable observations about Negroes in the mass media 
actually outweighed the unfavorable observations. When Jews were the 
recorders the balance was about even, and among both Anglo and Jewish 
recorders there was little polarization. 

The unfavorable mass media observations about Jews outweighed 
the favorable observations both when Anglos were the recorders and 
when Jews were the recorders, and the unfavorable weighting was espec- 
ially heavy in the latter situation. (See Table IV.) This may be inter- 

Table IV**. Ethnic references in the mass media by recorder, object, and favorability. 
(Number and percentage) 

Mass Media 

Negro Object Jewish Object 

Recorder Favorable Neutral Unfavorable Favorable Neutral Unfavorable 

Anglo (N=:17) 64 32 48 6 9 10 

(44.4%) (22.3%) (33.3%) (24.0%) (36.0%) (40.0%) 
Jew (N=13) 29 31 32 2 14 18 

(31.5%) (33.7%) (34.8%) (5.9%) (41.2%) (52.9%) 

* The relationships in Table IV approach significance at the .05 level X® = 
5.18 and 5.79. 

preted in one of two ways: first, that the Jewish contacts with the mass 
media contain more and more negatively toned references to Jews than 
do Anglo contacts with the mass media; second, that Jews perceive the 
same symbols as the Anglos but interpret them less favorably. 

The problem of perception is undoubtedly a real one, but we have 
evidence that the reliability of our reports, at least of interactional situa- 
tions, was not biased by the recorder’s perception. The references made 
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about Jews by known Anglos show a remarkably high correspondence 
both when the recorders are Anglos and when they are Jews. For ex- 
ample, Anglo references to Jews made in private situations and record- 
ed by Anglos were 66 per cent unfavorable and 12 per cent favorable. 
Anglo references to Jews recorded by Jews were 71 per cent unfavor- 
able and 18 per cent favorable. The same indication of recorder reliability 
is found when references pertain to Negroes. Anglo references to Negroes 
made in private situations and recorded by Anglos were 50 per cent un- 
favorable and when recorded by Jews were 53 per cent unfavorable. 
There remains unanswered a larger variability in references deriving 
from less intimate interactional settings, but we are not prepared to 
discuss the question. 

In interactional situations we find that the unfavorable items out- 
weigh the favorable items for both Negro and Jewish objeas, whether 
the recorder is an Anglo or a Jew. When Anglos are the recorders, the 
unfavorable balance is several times heavier against the Jews than against 
the Negroes; when the Jews are the recorders, the unfavorable balance 
is somewhat heavier against the Negro. Nearly half of the Jewish-re- 
corded observations about Jews were in the neutral category, but these 
were largely ingroup references. 

As would be expected, the preponderance of ethnic references in the 
interactional situations recorded by Anglos were made by Anglos. These 
were three times more likely to be in private than public, regardless of 
the referent. The Anglos, in fact, recorded a negligible number of ref- 
erences made by Jews and Negroes. On the other hand, about half of 
the interaaional ethnic references recorded by Jews were made by Jews 
and most of the remainder were made by Anglos. Of all ethnic references 
encountered by Jews in ingroup situations, a larger proportion occurred 
in private than was the situation among Anglos. One gets the impression 
that all ethnic phenomena in Jewish life occur in a more restricted in- 
group environment and that this is less true among Anglos. 

In this preliminary report we have attempted to mark out an area 
of analysis and a technique of documentation. We have suggested how 
data assembled at a low level of abstraaion may be so ordered as to raise 
questions central to the field of ethnic studies; and, finally, we have at- 
tempted a limited interpretation of the findings from an intrinsically 
inconsequential sample. Although compiled in a very different way, the 
findings may, but need not, be cast within the framework of attitude- 
opinion studies. We suggest that the substantive results from this sort 
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of analysis may be consulted profitably in the construction of attitude 
scales. 

Fundamentally, the virtue of this plan of research lies in its flexi- 
bility. The same directly perceived and/or experienced phenomena may 
be ordered from the standpoint of the observer, from the standpoint of 
the interacting agent, and from the standpoint of the ethnic (or, as a 
matter of fact, any other) object. By such procedures a quantitative ex- 
pression of an area of experience may be obtained, and these expressions 
are amenable to interpretation at higher levels. 

APPENDIX: INSTRUCTION FORM 
Background Data to Identify the Record Keeper: 

This should be in the form of an introduction to the actual record and should 
be designed to help the reader interpret the items, especially the recurrent ones. 
L Age and sex of recorder, family position and family composition 

II. Ethic group identif ication : (if only fragmentary or historical, so state 
below) 

III. What identifies him with any ethnic group or groups 

1. Foreign-born background 

2. How far has the acculturation process gone in his home; e.g., erosion of 
ceremonial practices 

3. Language spoken in home in earliest childhood (other than English) 

IV. Racial composition of family 

V. Period of settlement in U. S. and in this region 

VI. Regional backgrounds of self or parents that might condition judgments 

VII. Religion: Identity 

1. What kind of practitioner 

2. Parental religion — how large does it loom in home life 
VIIL Politics: Identity and kind and extent of participation 

IX. Approximate socio-economic position 

1. Average family income over last five years, to the nearest thousand but 
if over $10,000 indicate merely $10,000+ 

2. Number of wage earners in family group 

3. Occupation of principal wage earner, or of father before death 

X. Repetitiye simations that are a part of his background, for purpose of 
simplifying later recording of data; e.g., amount of recorder's activity in a 
segregated area or in groups such as interracial coops. 

General Instractions: 

L Attempt to keep experiment from modifying recorder's role in any way 
other than becoming a sensitive recorder 

11. Value of recording will be directly proportional to the immediacy and 
fullness of the recording of the observation, and the clarity and complete- 
ness of the record 

III. Data 

1. Spoken — ^personal, radio 

2. Written — ^press, novel, scrawls on walls. 

3. Incidents and experiences 

IV. Examples of referents of relevance 

1. Altercation between ethnic groups 

2. Prejudicial utterances bodi pro and con 

3- Non-prejudicial utterances where point of interest is ethnic group 
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4. In-group utterances 

5. Short circuiting of ethnic references 

WHEN IN DOUBT, RECORD; THEN STATE DOUBT 

V. The record must be complete 

1. Precisely, time, place, circumstance, and identification of those involved 

2. As nearly as possible, exact recording of words used — no deletion or 
substitution 

3. For printed data: a) date, page, column, space; b) clippings (if easily 
available) 

4. Clear description of situation 

5. Identification of recorder's role 

VI. Records to be kept and coded on half of an by 11'’' sheet of paper — 
only one item to a sheet 

VIL Data will not be returned to recorder 

You will be graded on the competence of your record 

CODE each item according to the outline below on each record sheet. 

I. Ethnic referent is aboui whom 

N. Negroes 
J. Jews 

O. Orientals (Chinese, Japanese, Filipinos) 

M. Mexicans 

A. Anglos 

X. Others (specify) 

II. Ethnic referent is made by whom 

N. Negroes 
J. Jews 

O. Orientals (Chinese, Japanese, Filipinos) 

M. Mexicans 

A. Anglos 
X. Others (specify) 

(If interactive situation, specify; e.g., A-N) 

III. Situation 

A. In private 

1. By persons well acquainted 

2. By persons not well acquainted 

B. In public 

1. By persons well acquainted 

2. By persons not well acquainted 

C. Observation of ethnic reference in 

1. Newspaper 

2. Movie 

3. Novel 

4. Visible statement (e.g., wntten on wall) 

5. Other 

IV. Emotional toning 

A. (high) 

B. (present) 

C. (absent) 

V. Favorableness to ethnic group 

A. (favorable) 

B. O (neutral) 

C. “ (unfavorable) 

VI. Role of recorder 

A. Active participant 

B. Passive participant 

C. Non-participant 
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MRS. LE VERT VISITS THE BROWNINGS^ 

Paul P. ICies 
Professor of English 

Elizabeth Barrett Browning's letter of June 25, 1855 — recently 
published by the present writer^ — contains the following passage: 
'T have seen 3 ^our, America’s, & the world's, Mrs. Le Vert. She 
kissed me on both cheeks. She ’wore a Napoleonic jacket of green 
velvet and golden bees, — was more royal than the new dynasty 
beylolnd any manner of comparison." 

The Mrs. Le Vert referred to was Octavia Walton Le Vert. 
Definite identification is made by the fact that this woman men- 
tioned the same meeting in her Souvenirs of Travel.^ Her account 
of the occasion will be quoted later. 

Though almost forgotten now, Mrs. Le Vert (1810-1877) was 
extremely prominent in her own day. The 'Tublishers' Preface" of 
Souvenirs of Travel declared, “Madame Octavia Walton Le Vert is 
perhaps more widely known, in a social way, than any other Amer- 
ican lady."^ She was highly talented and evidently had a remarkable 
personality. Her paternal grandfather was George Walton, a signer 
of the Declaration of Independence ; her father was territorial sec- 
retary and later acting governor of Florida. “Her mother and grand- 
mother, both women of intellect and culture, vied with each other 
in developing her early life, and at twelve she could converse in 
three languages.” Lafayette said of her when she was only fifteen, 
“She has been conversing, with intelligence and tact, in the purest 

^Published December 28, 1951. The author is indebted to Doctor Frank 
Towne for valuable assistance in connection with this article. 

"Research Studies of The State College of Washington^ XVIII (1950), 
223-24. An examination of the text by means of a photograph, which has made 
the writing somewhat clearer than on the original manuscript, has led to the 
conclusions that, in the last sentence of the fourth paragraph, Mrs. Browning 
wanted to delete “but’^ before “was more royal,” and Idiat, in the third sentence 
of the first paragraph, she intended the correct spelling of “Elysees” (rather 
than “Elysee”). In the second sentence of the fourth paragraph, “Mrs” seems 
to be spelled “Ms” ; this is followed by a puzzling exclamation point, which may 
be merely a slip of the pen, inasmuch as the letter gives the^ impression of 
having been written very hastily. A photographic copy is printed with the 
present article. 

* Second printing (New York: Derby and Jackson, 1859), II, 228-29. 

^ Ihid.j I, p. vi. 


fjIuKtlisraw Ltbraisy. 
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French/' 'In 1833-34 she made a tour of the United States, having 
the entree to the most select circles of the large cities, and every- 
where was the reigning belle.” "She had great conversational powers, 
and made personal friends with many of the eminent men of the 
day, such as Clay, Calhoun, and Webster.” After the Civil War, 
when she was a widow (in 1836 she had married Dr. Henry Fe 
Vert, who died in 1860), she "visited New York for a while with 
her tAVO daughters, where she was the centre of a literary and 
fashionable circle.”^ Mrs. Browning, in the passage quoted above, 
characterized Mrs. Le Vert as "more royal than the new dynasty 
bey[o]nd any manner of comparison.” 

In 1853, as a result of her strong personal friendship with Lady 
Emeline Stuart Wortley, daughter of the Duke of Rutland and 
member of the household of Queen Victoria, and with Frederika 
Bremer, a Swedish novelist, Mrs. Le Vert visited Europe, where she 
obtained "immediate entree into the highest society.”® In 1855 she 
made a second European tour. She kept a diary and wrote frequent 
letters to her mother about her travels, visits, and sight-seeing. These 
letters, with excision of the more personal matters and with supple- 
mentation from the diary, were published in 1857 in two volumes 
as Souvenirs of Travel and reprinted in 1859; but copies are now 
very rare. The near oblivion of the work is unfortunate, inasmuch as 
it contains many interesting passages. 

Because Mrs. Le Vert was such a prominent American of the 
time, her reactions to the Brownings are of considerable interest 
to us. She reported the first meeting as follows : 

The topic of this night’s tete-a-tete with you, dear Mamma, must form a 
letter apart from the excessively long one written yesterday. 

I have spent the evening at the Casa Guidi, with Mr. and Mrs. Browning, 
whose poems we have read with such earnest pleasure at home. We have 
mutual and dear friends in England, and soon after my arrival, we called 
upon them, and have found in their acquaintance another link of enchantment 
to hind Florence to memory forever. 

During all the years of her early life, Elizabeth Barrett was an invalid, 
shut in from society, and often even from the conversation of friends. While 
a close prisoner in her chamber, she wrote beautiful and noble poems, which 
have made the delight of many a household beyond the Atlantic, and the joy 
of her compatriots. Robert Browning, himself a poet, a man of rare talent 
and great personal attraction, read these outpourings of her pure and gifted 

^The National Cyclopedia of American Biography (New York), Vol. VI 
(1896), pp. 440-41. 

® “Publishers* Preface” of Souvenirs of Travel, p. viii. 
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mind, and loved the unseen authoress. After man}' weary months of entreaty, 
he was allowed to visit her, as she lay upon the sofa of her boudoir. I need 
not tell you, the sight of her sweet and gentle face, and her beaming, soul-lit 
smile, completed the conquest her genius had commenced. He married her, and 
brought her immediately to Italy, where they have ever since resided. Although 
her health is still delicate, and requires the unceasing watchfulness of love and 
friendship, she becomes every year stronger in this delicious clime, and is the 
happy mother of a lovely little boy. 

Robert Browning is an admirable man, frank, cheerful, and charming. He 
is said to be the most captivating conversationist on the Continent ; (however, 
I think there are some in America quite equal to him). There is a genial 
warmth, and a sparkling merriment, in his words, which made us friends at 
once. Then Mrs. Browning I loved directly. Ohl she is indeed a precious gem! 
With all her varied and profound learning, and high poetic gift, she is as 
simple and unassuming in manner as a child. What a visit of joy it was to me, 
in their love-sanctified and art-beautified home. Their union seems perfect in 
happiness, the mind as well as the heart having met its own affinity. When 
we parted, after some hours of delightful conversation, 'wherein the bright 
and tender nature of Elizabeth Browning shone like soft beams of light, I felt 
as though years of pleasant acquaintance had passed between us.^ 

The time of this first meeting was the latter part of May, 1855. 
In the third sentence of the extract just quoted, Mrs. Le Vert stated 
that she called upon the Brownings soon after her arrival in Flor- 
ence, which seems to have been on May 17 (in the evening).^ The 
letter with the account of this visit was evidently written May 27, 
and she left Florence at six o'clock in the morning of May 29.® 

In the evening before Mrs. Le Vert's departure from the city, 
Mrs. Browning went out even at night to attend a farewell party 
in honor of the American tourist: 

Going to our hotel, we quickly made our evening toilette, and drove to 
Mrs. Kinney’s, where she had assembled a large party to do honor to my last 
evening. It was a perfect bouquet of notabilities, of poets and poetesses, of 
sculptors and painters. In truth, there was not a single uninteresting person 
in all the gathering. . . . 


An enchanting evening we spent, you may suppose, amid such genial, re- 
fined, and cordial people. Mrs. Browning, who rarely ever goes out at night, 
paid me the compliment of coming on my account. I cannot tell you how 
pained I was to part with these kind friends ; it seemed as though I had known 
and loved them always. But the sad moment came at last; and with tears, and 
earnest blessings, we separated.^® 

^ Souvenirs of Travel, 11, 228-29. 

Mhid., II, 211-18. 

UUd., II, 236-39. 

^MUd., 11,238-39. 
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In summing up her stay in Florence, Mrs. Fe Vert used the 
adjective “intellectuaF’ in connection with the Brownings.^^ 

Mrs. Le Vert mentioned, in the third sentence of the first pas- 
sage quoted above from Souvenirs of Travel, that she and the 
Brownings had ^'mutual and dear friends in England.” One of these 
was Euphrasia Fanny Flaworth, who was an intimate friend of the 
Brownings and whom Mrs. Le Vert had met two years before. 
Under date of June 30, 1853, while in England during her first tour 
of Europe, Mrs. Le Vert w^rote: 

We passed this evening with Miss Fanny Haworth at Brompton. She is 
a sweet poetess, an exceedingly accomplished woman, and an excellent artist. 
In her pleasant circle we met many agreeable persons. Among them Baron 
Marichetti, the sculptor, who had just sent over to America his statue of 
Washington. He is a noble, gallant-looking man.^“ 

Five days later Mrs. Le Vert was accompanied during the morn- 
ing and entertained at lunch by Miss Haworth : 

July 5th . — This has been a charming morning. Miss Fanny Haworth kindly 
accompanied me to visit Miss Westmacott, the daughter of Sir Richard West- 
macott, the celebrated sculptor, many of whose works I have seen in the 
Westminster Abbey. She was a delightful person, and took us to her father's 
studio, where we saw many fine statues and models. . . . “ 

At lunch at Miss Haworth’s we met a gentleman who is a firm believer 
in the “Spirit Rappings.” He was intellectual and agreeable, and has written 
a book on the subject of the “tables moving.” Although coming from the home 
of the art, the science or the “humbug,” I could give them no experiences, never 
having seen any manifestations of it. In consequence, I have been told, by those 
versed in the mysteries, of my being a sceptic.^^ 

Miss Haworth had evidently written direct to the Brownings 
about Mrs. Le Vert before June 25, 1855, or given the American 
lady a letter of introduction, or perhaps had done both. In the pas- 
sage quoted above from the letter of the date just mentioned, ad- 
dressed to Miss Haworth, Mrs. Browning used ‘'your^' in writing 
of Mrs. Le Vert: ‘T have seen your, Aunerica's, & the world's, 
Mrs. Le Vert.” 

Mrs. Le Vert probably never saw the Brownings again after 
the meetings of 1855, for she did not make any subsequent trips 
to Europe. They may have continued their new friendship through 
correspondence, but there seems to be no record of any letters that 
passed between them. 

^ 230. 

I, 24. 

I, 45. 

I, 46. 



THE OLD NATIONAL BANK OF SPOKANE: 

The Pioneer ''Big Bank” of Spokane and the Inland Empire^ 

Claude A. Campbell 
Associate Professor of Economics 

Part A 

1. Introduction. 

The fact that the Old National Bank of Spokane is one 
of the most famous pioneer financial institutions of the Pacific 
Northwest is well known. However, knowledge of the precise 
role which it played in the evolution of this area, especially during 
the quarter of a century when it was the leading bank of Spokane 
and the Inland Empire, at that time the frontier of the Pacific 
Northwest, is not equally widespread. The purpose of this study 
is to trace the growth and make an economic analysis of this 
outstanding commercial banking institution as a stimulatiing and 
effective force in the development of this region in the formative 
period of its history. 

In order to trace the growth of the Old National Bank of 
Spokane, it is necessary to indicate briefly the background and 
setting out of which it originated. It was founded within only 
eighteen years after the first settlers arrived at Spokane, within 
a little more than twelve years after the first bank was organized 
in Spokane, and within slightly more than two years after Wash- 
ington became a state. It was the eighth national bank organized 
in Spokane, and at the time when it came into existence, it was 
one of the seven® operating there and one of the sixty-four 
operating in the state of Washington. At that time Spokane, 
which was already one of Washington’s leading and prosperous 
centers, was approaching the end of a period of speculation and 

^Financial assistance for this study was supplied by the School of Eco- 
nomics and Business, largely through the Bureau of Economics and Business 
Research. For helpful editorial suggestions and constructive criticism, the 
author expresses appreciation to Doctors Herman J. Deutsch and Carl I. 
Erickson, Associate Editors of Research Studies, and especially to Doctor Paul 
P. Kies, Editor-in- Chief of Research Studies. 

EditorP Note: The editors of Research Studies regard this article as a 
significant contribution to a phase of the history of the Pacific Northwest in 
which there is a serious dearth at present. They hope that more such material 
will be published. Published December 28, 1951. 

* The Spokane National Bank had suspended operations early in 1891. 
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overexpansion, as were many cities in Washington and other 
parts of the nation. It was perhaps fortunate for the Old National 
Bank of Spokane that it should have come into existence at just 
that time.® 

The Old National Bank of Spokane was a direct successor to 
the Pacific Bank, which S. S. Glidden,^ whose residence was at 
''Tiger Mine, Idaho,” and his associates had chartered in Spokane 
just prior to the "great fire of 1889.”® Glidden, who had made 
a considerable fortune in mining and who had already become a 
director of the Citizens .National Bank, became president of 
this bank; and D. P. Jenkins and O. F. Hall, residents of Spokane, 
became vice-president and cashier, respectively. The Pacific Bank 
began operation in the "Old Northern Bank building” at the 
southwest corner of Monroe Street and College Avenue on the 
"North Side.”« 

At the time of the creation of the Pacific Bank, Spokane 
was nearing the height of the boom which had got well under 
way in 1887 and which did not entirely spend itself until the panic 


* Lloyd Spencer and Lancaster Pollard, A History of the State of Washing- 
ton (New York: The American Historical Society, Inc., 1937), II, 235-43. 

^ * 8. S. Glidden, a native of New Hampshire, had been engaged in the 
mining and manufacturing of iron in Ohio, Tennessee, and Alabama, _ respec- 
tively, from 1847 to 1881, when he had gone to St. Paul and organized the 
wholesale grocery firm of Glidden, Griggs & Co. He came into the Pacific 
Northwest to establish stores at Thompson Falls, Montana,^ and Murray, 
Idaho, with the first trainload shipment of goods for one firm which the 
Northern Pacific Railroad Company transported into the area. Glidden, who 
“caught the mining fever” when he arrived in the Coeur d’Alenes, and decided 
to remain in the Pacific Northwest, owned the first quartz claim in the area 
at Burke, Idaho. When the “famous Tiger mine” was a “mere prospect,” he 
purchased it for $35,000 and supervised its operation himself. After the con- 
solidation of the Tiger and Poorman mines in the early nineties, he was active 
in the management of the Tiger-Poorman until about 1897, when he sold his 
interest in the business. From then until his retirement late in 1902, he was 
engaged almost exclusively in the banking business, which he had entered in 
1889. When Glidden retired after a career of more than fifty years as an 
active business man, he said that he had been “at the head of every business 
undertaking” with which he had been connected since he was twenty-one 
years of age and that he “had never met with failure.” Spokesman-Review, 
Oct. 10, 1902; Harry Hook and F. J. McGuire, Spokane JPalls Illustrated . . • 
o History of the Marly Settlement and the Spokane Falls of To-day . . . . 
(Minneapolis: Frank L. Thresher, 1889), p. 56. 

® The Pacific Bank did not appear, however, in the list of banks in the city 
directory for 1889. Spokane Falls City Directory, 1889 (Spokane Falls, Wash. : 
R. L. Polk & Co., 1889), I, 32. 

^Spokesman-Review, Oct 10, 1902, and March 2, 1935. 
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of 18937 Generally, business men and civic leaders, who had 
observed and participated in the developments of the few preceding 
years which had laid the foundation for the current expansion,® 
were enthusiastically and somewhat indiscriminately engaged in 
sound, promotional, and definitely speculative enterprises. The 
most optimistic visualized Spokane as a "'Minneapolis of the 
Pacific Northwest'' in manufacturing and as the "'Denver of the 
new West" in mining®. Nor did Spokane's business and civic 
leaders fail to emphasize its latent possibilities as a thriving 
wholesale center for a large and fertile agricultural region and 
for an extensive and rich lumbering area as well as for manu- 
facturing and mining districts since at least the most enthusiastic 
of them felt "it is, and will ever remain, the most important 
railroad center of the Pacific Northwest."^® 

According to one account, the bankers of Spokane, "among 
the shrewdest and most liberal bankers of the country," had 
been "foremost in all the enterprises that have advanced the 
the interests and prosperity of the city." They had been "very 
liberal," it continued, in aiding "many a struggling business 
concern during the trying period of pioneer life."^^ At any rate, 
the number of banks had increased from three, with a paid-in 
capital of less than $200,000 and deposits of $810,633, in 1887, 
to ten, with a capital of $1,150,000 and deposits of $2,800,000, by 
August, 1889.^^ Because the Pacific Bank does not appear in 
any of the various lists of banks in existence in 1889,^® it was 
apparently still in the process of organization. 


Spencer and Pollard, op, cit, pp. 235 and 238-43; N. W. Durham, History 
of Spokane and Spokane County Washington from Its Barliest Settlement to 
the Present Time (Spokane-Chicago-Philadelphia: The S. j. Clarke Publish- 
ing Co., 1912), I, 374 ff. ; Jonathan Edwards, An Illustrated History of Spo- 
kane County^ State of Washington (place of publication not given: W. H. 
Lever, 1900), pp. 60-61 and 64-66. 

® Review by an “unknown writer” in the Daily Review (Spokane) of 
August 4, 1890, quoted in Durham, op. cit., p. 412. 

® Hook and McGuire, op. dt, p. 6. 

pp. 6-12. 

“ Ibid., p. 12. This probably refers to the banks which had been in operation 
for several years, that is, the Bank of Spokane Falls, the First National, and 
the Traders National. Edwards, op. dt, p. 115. 

Ibid. By the end of the year, bank deposits, not including deposits of two 
savings banks, amounted to $3,212,832. Durham, op. dt., p. 422. 

Spokane Falls City Directory, 1889, I, 32; Hook and McGuire, op. dt., 
p. 423 ; Spencer and Pollard, op. cit., p. 242. In his list, which includes banks 
that came into existence before 1900, Edwards refers to the Old National 
Bank as the successor of the Pacific Bank. 
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Despite the “great fire’’ of August 4, which virtually destroyed 
the business district of the city, 1889 was a year of progress 
for Spokane. According to the annual report of the Board of 
Trade, its population increased from 15,000 to 25,000, and it 
experienced a commercial growth of 100 per cent. The assessed 
value of county and city real and personal property was $15,131,928. 
The value of buildings erected and under construction between the 
time of the fire and the end of the year was $3,020,500. Thus 
Glidden, “a pioneer merchant, mine developer and railroad builder 
of keen sagacity and enterprise,” entered upon his career as 
one of Spokane’s early bankers at a time when the city and its 
surrounding area were growing rapidly 

According to the Spokane Falls City Directory, 1890, apparently 
published very late in the year, the city’s banking interests rep- 
resented a total capital of $1,875,145, held by eleven banks, 
whose management was in the hands of men of “extensive financial 
and banking experience, whose conservative methods have the entire 
confidence of the people.” The Directory’s list of banks included 
the Pacific Bank, named July, 1890, as the date of its organization, 
and gave its authorized capital as $250,000, the largest capitalization 
of any bank in the 

The advertisment of the Pacific Bank claimed a capital stock 
of $300,000. It mentioned the commercial and savings department, 
announced the payment of interest on deposits, and stated that 
the bank would make loans on real estate, personal and collateral 
security at “lowest rates.” A picture of the bank with the name 
plate “Pacific Bank” appeared in the advertisement.’-'^ 

II. Glidden Era (1891-1902). 

Within a short time after Glidden and his associates had 
founded the Pacific Bank, they decided that they would convert 
it into a national bank. Accordingly, he and his associates secured 

Durham, op. c%t,, pp. 422, 425, and 388. 

^ The Directory’s list of^ banks, appearing on pp. 63-64, consisted of 10 
banks, 2 savings banks, 1 savings department of a loan company, and 1 organi- 
zation called Washington Safe Deposit Vaults. Their combined capital, ex- 
clusive of that of the savings department of the loan company and that of the 
Washington Safe Deposit Vaults (organized May, 18^) was $1,450,000. 

^Pp. 35, 63-64. According to W. D. Vincent, the Pacific Bank was a state 
bank. Spokesman-Review, Jan. 6, 1929. 

Blue slip of paper inserted between pp. 62 and 63 of the Spokane Falls 
City Directory, 1890, Vol. II (Spokane Falls, Wash., 1890), 
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the charter, No. 4668, for the Old National Bank of Spokane 
on November 28, 1891. The bank had a capital stock of $250,0004 
Its first officers were the same as those of the Pacific Bank. 
Glidden, the president, had the reputation of being qualified to 
handle the difficult business of banking because he had had con- 
siderable experience as a bank director and had proved in the 
business world that he was both “a man of affairs and a man 
among men.'’^ W. D. Vincent, a young man who had had some 
experience in banking in his native town of Macon, Missouri, 
between 1885 and 1891, when he came to Spokane, assisted in 
organizing the bank and became one of its first bookkeepers. 
The first board of directors were: S. S. Glidden, president; H, B. 
Wadsworth; Julius Galland, president of Galland-Burke Brew- 
ing and Malting Company; O. F. Hall; J. A. Paterson; F. R. 
Culbertson, a Spokane merchant, who was a son-in-law of Glidden 
and an associate of his in mining development; and H. T. Fairlamb. 

The Old National Bank of Spokane, which had acquired the 
business of the Pacific Bank, began operating in a building at the 
southwest corner of North Monroe Street and College Avenue on 
December 22, 1891. A very short time later, the officials of the bank 
changed its location to the southwest corner of Main and Howard 
Streets, where it opened for business on January 4, 18924 
The management of the Old National Bank of Spokane very 
quickly acquired correspondent banking connections in all parts 
of the country. These connections put it in position to issue drafts 
to all parts of the world. The Seaboard National Bank of New 
York City transacted the business of this bank in that center. 
For the business in British Columbia and other areas of Canada, 
its agents were the Bank of British North America and its branches."^ 
Meanwhile the boom which Spokane had been enjoying since 
1887 continued largely unchecked until the panic of 1893. At the 
beginning of 1893 itself, prospects for business were excellent. 
The prosperity which had characterized trade and industry in 

"^Annual Report of the Comptroller of the Currency . , . (Washington: 
Government Printing Office, 1934), 360. 

^Spokesman-Review, Sept 28, 1896. See above, n. 4 in §L 
^Spokesman-Review, Sept 29, 1898, Oct 10, 1902, and March 2, 1935; 
unpublished manuscript written on the occasion of the “50th Birthday of the 
Old National Bank of Spokane, 1891,” in the personal files of R. W. Jones, 
vice-president of the Old National Bank of Spokane. 

^Spokesman-Review, Sept. 29, 1898. 
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1892 promised to carry over into 1893. There was increased 
activity in mining. Irrigation was just beginning in the Inland 
Empire, and a heavy snowfall gave promise of good crops. 
However, the panic, during which there was a relatively low rate 
of failures among banks of eastern Washington generally, took 
a heavy toll of banks in Spokane.® 

There were several reasons for this. Important ones were 
speculation and overexpansion, particularly in real estate and 
construction following the “great fire” of 1889. The fact that 
Spokane was a new commercial center and therefore depended 
largely upon credit for carrying on business accentuated the bad 
effects growing out of these evils. Probably the greatest, and 
certainly the most immediate, factors in Spokane’s acute financial 
distress at this time, however, were the failure of A. M. Cannon’s 
Bank of Spokane Falls on June 5, 1893, and the failure on June 6 
of two institutions affiliated with it under the vice-presidency 
of Cannon: the Washington National Bank and the Washington 
Savings Bank. Because Cannon was one of Spokane’s most enter- 
prising business men and was at that time its leading financier,® 
the impact of these failures upon the public was tremendous. 
As a result of a “hard run,” the Citizens National Bank closed 
just before the end of the same day on which the Washington 
Savings Bank and the Washington National Bank had earlier 
suspended payment.*^ After a “steady run of fifty days,” the First 
National Bank went into liquidation on July 26. Thus, within a very 
short time both the number of Spokane’s banks and the amount 
of its banking capital had decreased by more than one half.® 

The following significant excerpts from an editorial entitled 
“The Bank and the Public” reflected a somewhat too optimistic 
view of the general financial conditions in Spokane during the 
latter part of the summer of 1893: 

So far as the Spokane banks are concerned, the financial storm has blown 
over, and these institutions are riding easily at anchor. They carry an extra- 
ordinarily large percentage of cash assets — fifty-four per cent — larger than is 
carried by any other banks in the country, either West or East — and if they 

® Spencer and Pollard, op. cit., II, 343; Durham, op. cit, 49. 

® Spencer and Pollard, op. cit, II, 237. 

^This bank subsequently resumed operation for a while. 

J* Dyer, TGrowth of Banking,” an article in a special section of the 
Spokesman-Review, Jan. 1, 1903; Spencer and Pollard, op. cit. 11, 241-43; 
Durham, op. cit, I, 449-50. 
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could have assurance from the depositing public that they would be subjected 
to no further abnormal drain, they could readily go ahead and give substantial 
support and relief to the merchants of the city.® 

The Spokane bankers have the matter largely in their own hands. 
The flury is over,^® and they are strong in cash reserves. If the^" would 
come together and give the public to imderstand that they will sustain each 
other under all circumstances, that action would do more to restore confidence 
than any other course that might be pursued. Confidence thus restored, 
some of the abnormal reserve could be safely loaned out on good security, 
and the situation would be wonderfully improved. 

It is useless to talk confidence to the people. It is the duty of the bankers 
to give the people confidence. Will they?^^ 

The Old National Bank, the newest of Spokane's seven national 
banks, was one of the three national banks which survived the 

ordeal of the panic of 1893. Comparative statements of its condi- 

tion at the close of business on December 18, 1893, and Decem- 
ber 18, 1894, revealed that the bank, the smallest of the surviving 
national banks, had been carrying on operations in a very cautious 
yet somewhat constructive manner during those years. Its resources 
and liabilities increased from $446,540 to $507,332 during this 
period. Loans and discounts rose from $267,171 to $271,441, a very 
slight gain. During the year the bank, which had had no real 

estate on December 18, 1893, acquired real estate to the value of 

$10,749, perhaps as a result of foreclosures. The bank increased 
its holdings of stocks and bonds other than securities of the 
United States Government more than three and one-half times. 
There was a considerable increase in the amount due from banks 
and in cash on hand. Deposits rose from $133,927 to $203,616. 
Surplus and undivided profits for the year amounted to only 
$9,276, a decrease of $8,337 from the preceding year. There was 
no change in the bank’s original capitalization of $250,000. In view 
of the soundness of the bank’s position, its officials felt justified 
in soliciting new accounts,^^ 

In 1894, as the business of the Old National Bank continued 


^Spokane RevieWj Aug. 7, 1893. 

^ This was not quite true. The Citizens National Bank, which had reopened 
after its suspension in June, closed finally November 22, 1894. On the same 
day, the Browne National Bank, by the voluntary choice of J. J. Browne, its 
founder and president, ceased to do business. Durham, op. at, I, 462. 

“ Spokane Review, Aug. 7, 1893. 

^Spokesman-Review, Dec. 30, 1894. The Spokane^ Review was succeeded 
by the Spokesman-Review, formed by the consolidation of the Spokane Re- 
view and the Spokesman, on June 29, 1894. 
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to increase with the passing of the panic of 1893, its officials 
rented the Marble Bank building at the corner of Riverside 
Avenue and Mill Street^^ as quarters for their institution at a 
monthly rate of $125 for the first year. The new home of the Old 
National Bank, which was ‘'built entirely of blue marble, with 
elaborate interior decorations’^ and “fitted up in mahogany/’ was 
“regarded as the handsomest bank building west of Chicago. 

The Old National Bank’s success during the period of financial 
stringency in 1893 and 1894 is largely attributable, it seems, to 
the conservative character of its management. There was no 
change among its operating officials and only one change, the 
dropping of one member, in its board of directors during this 
period.^® 

As a result of the failures of four of Spokane’s national 
banks, its one private bank, and its three savings banks during 
the severe financial stringency of 1893 and 1894, the number of 
banking institutions in the city was indeed small at the beginning 
of 1895. It included only the three national banks — that is, the 
Traders’ National Bank, the Exchange National Bank, and the 
Old National Bank, which had come through the panic “without 
a scratch, stronger and firmer than ever before” — and one private 
bank, the Spokane and Eastern Trust Company, which had come 
into existence in 1890 but which had not entered the “real banking 
business” until 1894,^® Though it may or may not be that these 
four banks actually led in bringing about Spokane’s speedy recovery 
from the panic of 1893, they were in position to participate 


“This structure had been erected in 1892 by A. M. Cannon, the founder 
of^ the Bank of Spokane Falls, Spokane’s first bank. Because Cannon’s bank 
failed in the panic of 1893, however, it was never housed in^ the building. 
Howard H. Preston, “Banking and Finance,” pp. 303-16 in Building a State, 
Washington, 1S89-1939, ed. Charles Miles and O. B. Sperlin (Tacoma : Wash- 
ington State Historical Society, Pioneer, Inc., 1940), p. 306. 

In the spring of 1900, officials of the Old National Bank purchased the 
Marble Bank building for $170,000. Spokesman-Review, Sept. 29, 1898, Oct 
10, 1932, and March 2, 1935. 

“Its officers were: S. S. Glidden, president; Moritz Thomsen, vice-presi- 
dent; and W. M. Byers, cashier. Its directors were Moritz Thomsen, S. R. 
Stem, F. R. Culbertson, E. L. Powell, J. P. Graves, S. S. Glidden, W. M. 
Byers, and T. S. Lamborn. This ^oup included one of the bank’s original 
officers, Glidden, and four of its original directors : Thomsen, Stern, Culbert- 
son, and Glidden. Julius Galland, one of the bank’s original directors, was 
not a member of the directorate after 1893. Spokane Review, Jan. 7, 1893, and 
Jan. 10, 1894. 

'^Spokesman-Review, Dec, 27, 1896, and Jan. 1, 1897. 
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largely in the renewed economic activity not only in Spokane 
itself but also throughout the Inland Empire. 

Spokane — which one writer has claimed was not '‘on a stand- 
still’' even in 1893 and 1894, although it "suffered from the 
panic” with the rest of the country — began to recover quickly 
from the effects of the depression. Perhaps, as he further con- 
tended on the basis of its increased business in 1895, Spokane 
did this "while the rest of the world was debating whether to 
return to prosperity or not.”^" Not even the general uncertainty 
and slackening of business characteristic of a year in which a 
presidential election occurs stayed the rising tide of Spokane’s 
prosperity in 1896. 

On January 1, 1897, the Spokesman-Review published a special 
edition devoted in great part to a recounting of Spokane’s growth 
and prosperity. The city of Spokane had gained in population. 
There had been a sizable increase in construction. Business enter- 
prises, both commercial and industrial, had prospered markedly. 
The people of Spokane, however, wisely attributed their "mar- 
velous” prosperity not primarily to urban developments but rather 
largely to activity along numerous lines throughout the Inland 
Empire, of which Spokane wished to be, and was indeed coming 
to be,^® recognized as the commercial and financial capital.^® 
The opening of new mines, the recultivation of old fields, very 
probably as a result of higher prices for wheat, the planting 
of new orchards, the growth of the lumbering industry, and 
the extension of railroad lines all contributed to Spokane’s in- 
creased wealth. 


Edwards, op, cit.^ pp. 66-67. 

^The writer of a brief editorial entitled ‘'Spokane^s Prosperity^^ in 
Spokesman-Review^s special New Year’s edition said that Spokane, realizing 
that its prosperity depended upon the surrounding areas, “gracefully” accepted 
compliments like the following from the Peoples Press of Dayton: “The city 
of Spokane now claims to be the principal banking center of this state. As 
other business lines are pretty apt to follow where the money goes, Spokane 
is to be congratulated. Eastern Washington is indeed proud of her commercial 
metropolis. Spokane has gone steadily ahead in spite of the general business 
depression during the past three years.” 

^ Spokane now had five banks. As a result of the “big Sprague fire” and 
the transferring of the Northern Pacific’s car shops from Sprague to Spo- 
kane, officials of the First National Bank of Sprague, which had come out 
of the panic of 1893 with its original capital^ doubled and “some” $20,000 in 
surplus and undivided profits, moved their institution to Spokane, where it 
began operation as the Fidelity National Bank with a capital of $100,000 in 
1896. Edwards, op, cit, p. 657; Spokesman-Review, Jan. 1, 1897. 
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Early in the fall of 1896, Dun and Bradstreet's report showed 
that Spokane led the country in its relative bank clearings, having 
had the largest percentage increase, 52.4%, in bank clearings over 
the corresponding week in the preceding year of any of the 
principal cities in the United States. In the state itself, Spokane's 
clearings were over one-third higher than those of either Seattle 
or Tacoma. Besides, those of Spokane were increasing notably, 
whereas those of both Seattle and Tacoma were dccreasing.^^ 

At the end of the year, statistics showed convincingly that the 
business of the banks of the “leading banking town of the State'’^^ 
was increasing rapidly. Spokane had a banking capital of $85(3,000. 
Total bank deposits amounted to $2,026,937, an increase of 
$999,581 over December, 1895. Loans and discounts, which were 
$1,564,788, showed a gain of only $24,050 over those of December, 
1895. The relatively rapid growth in both deposits and loans and 
discounts from 1895 to 1896 indicated that the banks were taking 
an increasing part in the reviving economic activity of Spokane 
and the Inland Empire. There were increases of $14,424 and 
$394,020 in net surplus and undivided profits and in cash and 
exchange, respectively, during the year. Moreover, bank officials, 
probably still mindful of the distressing experiences of the panic 
of 1893, had held and were continuing to hold about sixty per cent 
of the deposits in their institutions in cash. Appax*exitly Spokane 
did have banks of “great strength and stability'’ which, at least 
to some degree, reflected the city's “financial greatness” as well 
as its “commercial greatness.” It seemed obvious that Spokane 
was emerging from a period when money was scarce, from a 
time when banks, despite their holdings of good assets, were all 
“close run for money” and their customers had difficulty in 
obtaining sufficient loans to conduct their respective businesses, 
even at exorbitant (12 to 18%) rates of interest.®® 

The Old National Bank, the third largest of Spokane’s five 
banks, shared largely in Spokane’s renewed economic activity. For 
some reason, however, it reduced its capital from $250,000 in 

Spokesman-Review, Oct. 10, 1896. 

^lUd. 

^ Ihid., Jan. 1, 1897; Dyer, ‘‘Growth of Banking,” loc. cit 



1949 


The Old National Bank of Spokane 


83 


either 1895 or 1896 .^''^ Although it continued constantly to increase 
the amount of its cash and exchange — ^which was about fifty-five 
per cent greater in December, 1896, than it had been in December, 
1893 , and about forty-five per cent greater in December, 1896 , than 
it had been in December, 1895 — the bank increased the volume 
of its loans and discounts very substantially. Because the absolute 
increase in its loans and discounts between December, 1893 , and 
December, 1896 , was three times that of the total of all of Spo- 
kane’s other banks and because its proportionate increase was about 
ten per cent greater than that of the total of all of Spokane’s 
other banks between December, 1895, and December, 1896, it seems 
reasonable to conclude that the Old National Bank was making a 
strong and noteworthy effort to supply as much as it possibly 
could of the credit which Spokane and the Inland Empire greatly 
needed. Its deposits, which were nearing a half million dollars 
by December, 1896, and which had more than tripled since 
December, 1893, increased about fifty-five per cent between De- 
cember, 1895, and December, 1896. Since the total deposits of 
all of the banks in Spokane had not quite doubled between De- 
cember, 1893, and December, 1896, and since their proportionate 
increase between December, 1895, and December, 1896, was about 
five per cent less than those of the Old National Bank, that 
institution was apparently making more than the average gain 
in deposits. Its net surplus and undivided profits, which had sunk 
from $17,613 in December, 1893, to zero by December, 1895, 
amounted to $13,223 by December, 1896.^^ 

Spokane’s exceptionally quick recovery from the panic of 1893 
helped to make the city highly prosperous during the last few 
years of the nineteenth century, in next to the last decade of 
which it had become incorporated. At the beginning of 1897, the 
banks of Spokane had big reserves and their deposits, which 
were almost twice what they had been in 1893, were comparatively 
large. That year proved to be the most productive that Washington 
had ever known, and prices were 'Remunerative.” As a result, 


The article on banks in the special New Year’s edition of the Spokesman- 
Reviezv in 1897 gives the Old National Bank’s capital as $200,000 in both 1895 
and 1896. However, according to MoodVs Manual of Investments . . . (New 
York: Moody’s Investors Service, 1934), p. 197, officials reduced the capital 
of the institution in 1896. 

^Spokesman-Review^ Dec. 30, 1894, and Jan. 1, 1897; Dyer, “Growth of 
Bankitig,” loc, ciL 
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Spokane, whose prosperity was solidly and broadly based on the 
products of the land, forests, and mines in the area surrounding 
it, profited greatly. Merchants did a 'Vushing business/' Hotels 
and lodges were full. There were no empty houses, although 
rents had risen. The increase in construction was sizable. Postal 
receipts, which amounted to $64,762, showed a gain of over $12,000 
over the previous year. The city's assessed valuation was almost 
five million dollars higher than it had been in the preceding year 
and stood at $20,210,063.^^ 

The prosperity which had characterized 1897 continued through 
the last two years of the centuiy. The banks of Spokane continued 
both to promote and to share in it. They distributed dividends 
totaling $50,000 for 1899, with rates ranging from ten per cent 
for two banks to three per cent for a third and to two per cent 
for a fourth. The Old National Bank, recognized as ''one of the 
most stable banking institutions of Spokane, declared no divi- 
dend but added $5,000 to its surplus, which was equivalent to a 
two and one-half per cent dividend.^’' 

Even before the turn of the century, Spokane had definitely 
established itself as the chief trading center of the portion of 
Washington east of the Cascade Mountains, the northern part of 
Idaho, the western section of Montana, and the mining districts 
of British Columbia, which lay north of the border separating 
Washington and Canada. Judging from its bank clearances, gener- 
ally a rather accurate index of the economic activity in a city, 
Spokane had kept pace with, or perhaps set the pace for, the 
economic growth and development of this expanded trading area. 
Because its bank clearances had more than quadrupled in th(^ 
five-year period between December, 1894, and I)cc(unl)er, 1899, 
and then amounted to the relatively large sum of $63,996,2554^ 
Spokane had tangible ground for entering upon the twentieth 
century with genuine optimism and with the will to strive for still 
greater achievement. 

On the basis of bank clearances, which suffei^ccl a decline, the 
first year of the new century proved to be somewhat disappointing. 
The slump, however, was neither large nor long-lived. There was 

^^Spokesman-Review, Jan. 1, Nov. 26, and Dec. 1, 1897; Edwards, op, cit, 

p. 116. 

^Spokesman-Review, Sept. 29, 1898. 

Ibid,, Jan. 5, 1900. 

Dec. 31, 1905. 
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a slight upward trend in 1901 and a very decided upturn in 1902.^^ 

It was at this propitious time that probably the most significant 
event in the history of the Old National Bank occured. S. S, 
Gliddeii, president of the Old National Bank, who had engaged 
in the banking business almost exclusively since the disposal of 
the bulk of his mining interests about five years earlier, indicated 
his desire to retire from business altogether. At that time, he 
recommended to James C. and John Twohy, heads of the firm of 
Twohy Brothers, Railway Contractors, located in Spokane, the 
purchase of the controlling interest in the Old National Bank of 
Spokane, as offering an '‘excellent opportunity for a younger 

III. Early Years of Twohy's Presidency (1902-09). 

On the invitation of his brothers, D. W. Twohy, an experienced 
banker, who was then president of the Northwestern National 
Bank of West Superior, Wisconsin, came to Spokane and investi- 
gated the condition of the Old National Bank. Subsequently, upon 
his recommendation and after “considerable negotiations,” James 
C. Twohy of Spokane and his associates — Peter Larson of Helena, 
Montana, T. L* Greenough of Missoula, Montana, J. D. Farrell 
of Seattle, and D. W. Twohy — acquired control of the institution 
through the purchase, for an undisclosed price, of the entire 
holdings of S. S. Glidden and F. R. Culbertson, vice-president, 
which constituted more than a majority of the shares of its capital 


*^'1927 Annual Statistical Report of the Spokane Chamber of Commerce,” 
pp. S-8, 

®®It seems highly probable that Glidden had always largely determined 
the policies of the Old National Bank. Changes in membership of the board 
of directors, which had included the names of many prominent individuals 
from time to time, had been rather frequent, particularly between 1894 and 
1899. Glidden himself and F. R. Culbertson, vice-president, who had been 
associated with Glidden in mining operations since the time of Glidden’s 
arrival in the Pacific Northwest, were the only members of the original board 
of directors in the office at the time of the sale of the Old National Bank. 
At this time, and probably throughout the institution's history,^ these men 
owned a majority of the shares of the stock of the bank. W. D. Vincent, who, 
as a bookkeeper, had assisted in organising the bank and who had become 
cashier in 1895, had been a member of the board of directors since 1899. 
Spokane Reviezv^ Jan. 7, 1893 and Jan. 10 , 1894; Spokesman-Review, Sept. 29, 
1898; Jan. 5, 1900; Oct. 8 and 10, 1902; and March 2, 1935.^ ^ 

According to J. W. Bradley, an employee and/or official of the Old 
National Bank from 1903 to 1933, W. D. Vincent, at this time cashier of the 
bank, originally suggested the purchase of the Old National Bank to James C. 
Twohy. On one occasion when he was making some transaction at the bank, 
Twohy asked Vincent about a good investment for some funds. In response 
to this query, Vincent said that the purchase of the Old National Bank would 
be such an investment. Interview with J. W. Bradley on June 16, 1949. 
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stock. Although Twohy and his associates I'oached an agTcenieiit 
to purchase the controlling interest in the bank in Septemlicr, 
they did not announce completion of the transaction until October^ 
as Gliddeii apparently insisted upon the rigid and literal fulfill- 
ment of certain technical requirements which would completely 
absolve him as a stockholder from any liability to the bank's 
depositors^ 

By the time when James C. Twohy, who negotiated the deal 
for the Old National Bank, and his associates were ready to 
complete the transaction and assume the management of the insti- 
tution early in November, they had secured all but three hundred 
shares of its stock. W. D. Vincent, whom they were retaining 
as cashier of the bank, owned most of those.^ Their purpose in 
obtaining the additional stock was to place it 'dn the hands of 
Spokane men and such others as have heavy interests in this 
locality.” They believed that the ''different interests” which they 
had associated with them in the enterprise would make it the 
"strongest banking institution financially In the Pacific Northwest.”''* 


* Article 12, section 11, of the state’s constitution 3*)rovidcs: “Each stock- 
holder of any banking or insurance corporation or joint stock association 
shall be individually and persotially liable equally and ratably, and not one for 
another,^ for all contracts, debts, and engagements of such corporation or 
association accruing while they remain such stockholders, to the extent of 
the amount of their stock therein at the par value thereof, in addition to the 
amount invested in such shares.” 

® Vincent, who had assisted in organizing the Old National Bank, had 
served successively as bookkeeper, assistant cashier, and cashier, a very re- 
sponsible position, which he had filled “with credit to himself and to the in- 
stitution,” Spokesman-Review, Sept. 29, 1898, and March 2, 1935. 

® The complete list of the purchasers of this stock was as follows : 

D. W. Twohy, president of the Old National Bank. 

Peter Larson, vice-president of the Old National Bank and railway 
contractor, Plelena, Montana. 

W. D. Vincent, cashier of the Old National Bank. 

L D. Farrell, president of the Pacific Coast Company, Seattle. 

Thomas F. Wren, member of the fii-m of Wren and Green ough, rail- 
way contractors, Spokane. 

James C. Twohy, senior member of Twohy Brothers, railway contrac- 
tors, Spokane. 

Frederick Weyerhauser, “lumber king,” St. Paul, Minnesota. 

Thomas L. Greenough, railway contractor, Missoula, Montana. 

Louis W. Hill, vice-president, Great Northern, St Paul, Minnesota. 

Henry Turrish, president of Wisconsin Log and Lumber Company, 
which had large holdings of timber in Idaho, West Superior, Wis- 
consin. 


William Winters, senior member of Winters, Parsons, and Boomer, 
railway contractors, Spokane. 

“What 25 Years Have Brought,” published in 1927, on the twenty-fifth anni- 
v^sary of the reorganization of the Old National Bank under D. W. Twohy, 
1902; Spokesman-Remew, Oct. 10 and Nov. 4, 1902. 
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Tims, though James C. and D. W. Twohy ''owned a large block 
of the. Old National stock/’ the reorganization of the bank was 
by no means a "family affair/’ 

As a matter of course, the new owners of the bank selected 
a new board of directors. It consisted of Peter Parson, James C. 
Twohy, W. D. Vincent, J. D. Farrell, T. F. Wren, and D. W. 
Twoliy. The directors elected D. W. Twohy president, Peter Parson 
vice-president, and W. D. Vincent cashier. Twohy brought some 
of his colleagues who had worked in the bank of which he had 
been president in Wisconsin to serve as the nucleus of the staff 
of employees at the Old National Bank, Probably the most im- 
portant of these was W. J. Kommers, who managed the trust 
business, handled advertising, and had charge of the physical opera- 
tion of the bankd 

The new owners and officials of the Old National Bank re- 
garded their purchase of its stock as a “gilt edge” investment in 
“a legitimate business proposition” and not as a speculative venture. 
They proposed to conduct its financial affairs on “the same high 
business plane” that had characterized Glidden’s management.® 
According to D. W. Twohy, president, the policy of the new man- 
agement would be conservative, but “every assistance consistent 
with good banking will [would] be afforded local merchants and 
business men of Spokane and eastern Washington in the safe 
expansion of their business.” Perhaps the new owners of the bank 
were planning to bring about “the rebirth of this pioneer financial 
institution.”® At any rate, under this change in ownership and 
management, its policies, which became “a little more aggressive 
and a little more optimistic and more willing to help the com- 
munity grow,” were destined to show “good results,””^ 

* Spokesnimt-RevieWf Oct. 10, 1902, and April 24, 1949. 

®Tlic financial growth of the Old National Bank as measured by deposits 
was steady throughout the period with the exception of a space of years 
during the period of the panic of 1893, Its deposits, which stood at $105,839 
on M;arch 1, 1892, a little over two months after the bank had begun opera- 
tions, had shrunk to $^,081 by March 6 , 1893. Approxiinately a yeai* later, 
however, they had more than doubled and amounted to v$186,919.^ By Feb. 4, 
1899, they were $773,897, having more than quadrupled in a period of four 
years. On Sept. IS, 1902, the date of the last published statement of the Old 
National Bank before its sale by Glidden and his associates, its deposits were 
$988,335. Spokesman-Review, Oct 10, 1902; see above, pp. 79-80 and 84-85. 

\Sd>okesman-Review, Oct, 10, Nov. 4, and Dec. 28, 1902; see above, n. 3 in 
§IIL 

^ Letter from A. E. Reid, Executive Vice-President, the Old National Bank 
of Spokane, to Claude A. Campbell, Feb. 18, 1948. 
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At the time of its purchase the Tvvohys and their associates, 
the Old National P>ank was one of tlie small banks among Spo“ 
kane’s total of seven banking concerns. Its deposits were less 
than $1,000,000. It had a board of seven directors, three officers, 
and a staff of fifteen employees.*^* 

Even before the public announcement of tlie sale of the Old 
National Bank to the Twohys and their associates, the l)ank's 
business had increased markedly. Accoixling to its statement at 
the close of business on October 8, 1902, upon the basis of which 
the “deal for control of the bank stock was consummated/' the 
bank had deposits of $1,104,623. This was an increase of over 
$100,000 in deposits within a period of thirty days. The growth 
of the concern's business between September 1 and November 4, 
when the new officials assumed control, was “phenomenaV deposits 
alone having increased “a little over a quarter of a million dollars." 

After the new management assumed control of the I)ank, busi- 
ness continued to grow rapidly. The “Report of the Condition of 
the Old National Bank ... at the close of business November 25, 
1902," showed that it had total resources of $1,696,042. It had 
deposits of $1,320,405. Its capital stock remained at $200,000. 
Loans and discounts, which constitute a significant index to a 
bank's participation in the economic activity of a community, 
amounted to $785,048P 

The new officials of the Old National Bank lost no time in 
making changes designed to broaden the scope of its activities and 
to increase its business. On December 28, 1902, they announced 
that they were opening a savings department on January 1, 1903. 
They would issue savings books and certificates of deposit bearing 
interest at the rate of 3 per cent per annum with the principal 
payable on demand. Deposits of $1,00 and upwards were acceptable, 
with depositors of small and large amounts receiving equally 
careful attention. For the convenience of clients who could not call 
at tlie bank during regular banking hours, they arranged for the 
savings department to be open from six to eight o'clock on 
Saturday evenings. They rearranged the banking room so as to 
provide a special window and department for women. This was 
designed to add materially to their comfort and convenience and 
undoubtedly to obtain increased patronage from them. 

®*‘Wh^at 25 Years Have BroughV' cited above, n. 3 and n. 6 in §III. 

Spokesman-Revtew, Oct. 10, Nov, 4, and Nov. 27, 1902. 
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The new officers and directors reminded the public that the 
Old National Bank, which was under the supervision of the govern- 
ment of the United States, had a '‘cash capital of $200,000/' 
This, together with its “conservative management" and the “large 
individual means of its owners," they said, “should guarantee the 
safety of funds which depositors might entrust to its care."^® 

Near the close of 1902, in the latter part of which the highly 
significant change in ownership and management of the Old 
National Bank had occurred, it became clear that that year had 
been one of the most prosperous in Spokane's history. According 
to an editorial in the Spokesman-Review of January 2, 1903, 
the city had had “12 months of uninterrupted progress and sub- 
stantial improvement." Population had increased. There had been 
much building. The total volume of business had never been 
larger, as manufacturers, wholesalers, and retailers had all pros- 
pered. The “splendid showings" of the banks, whose clearings 
had increased month by month and culminated in a record that 
surpassed those of all previous years, reflected not only this urban 
prosperity, but also the “unprecedentedly good time" of the country 
surrounding Spokane. The farmers, who had harvested good crops 
which they had sold at good prices, had “probably never been in 
better financial condition." Perhaps with the spirit of exaggeration 
considered typical of “boasters," the writer of a featured article 
in a special section of a special edition of the Spokesman-Review of 
January 1, 1903, estimated the total value of the Inand Empire's 
agricultural products, including “home consumption," as at least 
$85,000,000. He estimated the timber cut from its “great forests" at 
$20,000,000 and the ores shipped from the “great silver, gold, cop- 
per, lead and other mineral districts" at $21,000,000. 

Not only because of the prosperity of the banner year of 1902 
but also on the basis of the rapid development of the Inland 
hhnpire, with “General Headquarters" at Spokane, “Men Prom- 
inently Identified with Its Birth and Development" gave New 
Year's greetings on January 1, 1903, “To Our Neighbors and 
Friends, to Stangers Within Our Gates, and to Hunters of Wealth 

^Ibid^ Dec~ 28, 1902. 

Spokane’s bank clearances for 1902, which amounted to^ $88,469,202, 
showed a gain of about 54 per cent for the year. Spokesman-Review, Dec, 31, 
1905. Its bank deposits, which were $9,056,059, revealed an increase of about 
50 per cent. **1927 Annual Statistical Report of the Spokane Chamber of Com- 
merce," p. 5. 
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and Health Everywhere” and told the 'hrnc story of tlie hiiilcling 
of a wonder city in Indian laxid — ^all within the coin[)ass of a 
generation.” This item, which constituted a large inset on the 
first page of Part 2 of a special edition of the Spokesman-Review 
of January 1, 1903, was in effect an urgent invitation to others 
to come and participate in the development of the region. 

Among the thirty-nine signers of these greetings were the 
presidents of all the Spokane national banks, one of whom was 

D. W. Twohy of the Old National Bank."^^ Two of these bankers— 

E. J. Dyer, who had served as the fii'st cashier of the Exchange 
National Bank, a position which he occupied during the panic 
of 1893, and D. W. Twohy — also published special articles on 
the banking in the area in this same edition of the Spokesman-^ 
Review, 

In his sketch of the “Growth of Banking,” Dyer said that 
banking conditions in the Inland Empire were vastly more favor- 
able than they had ever been before and emphasized the contrast 
between conditions in 1893 and in 1903, Within the short period 
since the panic of 1893, Spokane itself had become money 
center” and the surrounding country banks were also well supplied 
with funds. Banks of the Inland Empire had even mox*e funds 
than were needed for local use and were lending money abroad.^® 

“Four more of the signers subsequently served as directors of the Old 
National Bank and another, a president of one of the city^s other national 
banks, becaxne a member of the first board of directors of the Union Trust 
Company, which was created by the Old National Bank, It seems that the 
new owners and managei's of the Old National Bank and prominent business 
men who later identified themselves with the institution did not lack either 
confidence in or enthusiasm over the potentialities of Spokane and the Inland 
Empire. 

“ There is evidence that Dyer^s claims concerninj^ the abitndaxxce of funds 
in the Inland Empire were somewhat exaggerated, For example, a new bank, 
the Washington Trust Company, incorporated in the preceding October, was 
beginning operations on January 1, 1903. Moreover, on April 1, 1903, the Bank 
of Montreal, Canada's latest bank and one of the biggest in the world, 
opened a branch bank in Spokane. The Canadian Pacific Railway, in which 
the Bank of Montreal was ^‘heavily interested,” apparently supplied the chief 
impetus for this development, because it wished to have adequate financial 
facilities in Spokane to handle the construction of a branch line into the city. 
In announcing the ojjening of the branch bank, T. J. Finucane, ^‘Manager Pro 
Tern,” said that the institution would conduct a general banking business and 
that, because of the large capital at its disposal, it would be able especially to 
finance “large enterprises” which its officials hoped would come to prove a 
factor in the prosperity and progress of this community. Although there may 
have been exceptions, Spokane bankers were not “exactly cordial in welcoming 
the new competitor.” Spokesmafi'-Remew, Jan. 1, Feb. 3 and 21, and March 
29, 1903. 
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He went on to point out that there was more money in bank 
stock than ever before and that virtually all stockholders were 
receiving “handsome dividends'' despite “a great fall’' in interest 
rates, which were now “6 to 12 per cent, according to security." 
Dyer felt that the principal reasons for the “high standing" of 
the banks were : first, the return of agricultural lands to their 
“actual and just values," mainly as a result of “good farming, good 
crops and good prices" ; second, the new impetus given to the 
development of the mining industry by the successful operation 
and sale of a few big properties; third, the purchase of great 
tracts of timber and the erection of mills and factories to utilize 
the lumber. Of importance also was the large increase in immigra- 
tion and the big investments of outside capital in the area, par- 
ticularly during the preceding six years. In the opinion of Dyer, 
the banks, which had aided substantially in the agricultural and 
industrial development of the area by furnishing both “moral and 
financial" assistance to '‘all legitimate industrial and commercial 
undertakings," were presently enjoying prosperity that was in 
some degree the result of their own “conservative work." 

D. W. Twoliy of the Old National Bank, a newcomer to 
Spokane's banking circles, in his article entitled “Spokane Banks," 
stressed the advantages of Spokane, the only city of its class 
between St. Paul and Seattle, as a reserve center for country banks. 
He noted that Spokane, recognized as a wealthy and prosperous 
community, had aggregate bank deposits which were large in 
comparison with its population. He called attention, however, to 
the fact that very little of this wealth belonged to the “country 
banks which do business in the towns naturally tributary to 
Spokane." An investigation showed that a large number of the 
counfry banks which were “directly tributary" to Spokane were 
keeping their principal balances in either eastern or coastal cities. 

Using New York, Chicago, St. Paul and Minneapolis, San 
Francisco, Portland, and Seattle and Tacoma as illustrations, 
Twohy emphasized the fact that cities attained financial prom- 
inence not only because of the business activity within their 
own borders but also because of the fact that they became reserve 
centers for surplus money in their general trade areas. He stressed 
the fact, therefore, that it was to the advantage of both the 
bankers in Spokane and those in the country towns to establish 
closer business relations. If the country bankers would make 
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Spokane's banks the chief depositories for their surplus funds, lie 
said that in a high percentage of their transactions they would 
find drafts sold on Spokane more convenient for the purchasers 
than those on Seattle or Chicago. When country banks needed cur- 
rency, they could draw it much moi*e quickly and cheaply from Spo- 
kane than they could from distant cities. Their items in transit 
would be on the road less time, so that their interest accounts would 
be decreased. Spokane's banks, because of their intimate knowledge 
of local resources, methods, and conditions, could more readily 
supply the additional funds needed by the country banks at the 
time for moving crops and for other special purposes than could 
those of outside cities. He continued that the bankers of Spokmie 
should extend to the country bankers ‘^every convenience and 
facility" available in a large city and that they should give them 
‘^prompt, careful and efficient service." Such a course should result 
in ‘'more profit and greater convenience for the country bank and 
add materially to the importance of Spokane as a financial center." 

Apparently the leading bankers of Spokane and the Inland 
Empire not only wei-e aware of the “greatness and glory" of the 
United States at the dawn of a new century and of the sub- 
stantial contribution which their section had made to it but were 
also eager to participate in the still greater development which 
they felt was in store for their nation, state, and local area. They 
were particularly eager to aid in developing the potentialities of 
the Inland Empire. Since the financial skies were clear/'*' they 
were in position to furnish the financial leadership which did much 
to shape the economic future of Spokane and the Inland I?mpire. 

There was significant financial and economic development in 
Spokane and the Inland Empire in 1903. The statements of the 
Spokane national banks in response to the Comptroller's first 
call showed them to be in excellent condition, having made material 
gains in deposits and in loans and discounts since their last report 
to the Comptroller on November 11, 1902,^*^ Two of the four 
national banks began issuing interest-bearing certificates of deposit. 
One of them, the Old National Bank, which had also established 
a savings department, paid 3 per cent interest on savings deposits 

^Durham, op. cit., I, 517. 

^®The Old National Bank, the smallest of the national institutions, stood 
fourth in deposits and third in loans and discounts. Spokesman-Review, Feb. 
10, 1903. 
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and permitted their withdrawal on demand. One private bank 
paid 4 per cent on savings and also allowed 2 per cent interest on 
general deposits, although none of the national banks followed this 
policy. The payment of interest on time deposits and savings 
was intcncled as a bid for business. It was addressed especially 
to wage earners and to individuals who, though not active in 
business, had steady balances.^® 

Two new banks, the Washington Trust Company and a branch 
of the Bank of Montreal, began operations in Spokane early in 
1903.^^ Perhaps more significant than the opening of these institu- 
tions was the fact that two of the oldest national banks in the 
city, the Traders National Bank and the Old National Bank, 
effected changes in their organizations which brought new per- 
sonnel and capital from southeastern Washington into Spokaiie,^® 
thereby doing much to bring about the incorporation of probably 
the richest agricultural area in the state into Spokane's general 
trade area.^^ 

Though the reorganization at the Traders National Bank, which 
involved both changes in the active management and in the 
directorate, was more extensive than that at the Old National Bank, 
it was hardly more significant. When the Twohys and their 
associates were negotiating for the purchase of the Old National 
Bank in the preceding fall, they had indicated a desire to place 
some of the Old National Bank's stock in the hands of an individual 
or of Individuals in the surrounding area who would closely 
identify the bank with local business interests. Therefore they had 
purposely left a vacancy on the board of directors at the time, 
as they had not reached an agreement with any local financier 
on the completion of their purchase of the Old National Bank. 
Now, in Senator Levi Ankeny of Walla Walla, who bought a 
‘'sitbstantial" but unspecified amount of stock in the Old National 
Bank at an undisclosed price, they had found the one whom they 

"J65.Jjan7 1, Feb. 5 and 21, 19D3. 

Ibid, Jan. 1 and March 29, 1903. 

^Ibid, Feb. 8 and 24, 1903. 

Probably these changes largely accounted for the fact that Spokane's 
banks in 1903 for the first time drew from Portland a big share of the loans 
on wheat harvested in the Inland Empire, Durham, op, cit, I, 517. 

"^AIl the stockholders of the Old National Bank sold portions of their 
holdings to make itp the “considerable total" of the stock which Ankeny 
bought. They did this not because they wished to dispose of their stock but 
because they desired to bring Ankeny into the corporation. 
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considered the proper man for the place. With the addition of 
Senator Ankeny to its directors, llie Old National Hank ha<l its 
full quota of seven directors.^^ 

The addition of Senator Ankeny to the Old National 1 kink’s 
board of directors maidced a notable step in bringing ahoul closer 
business relations between the Spokane banks on the one hand 
and some of the country banks of a part of the surrounding area 
on the other. This was carrying into effect a policy which President 
Twohy of fhe Old National P>ank had recently emphasized as being 
necessary to establish Spokane as a financial centcr,^'^ Senator 
Ankeny was a veteran Washington banker, having been in the 
banking business in the state for forty years, lie was currently 
president of the First National Bank of Walla Walla, which 
he had established in 1878, the First National Bank at Colfax, the 
First National Bank at Pullman, the Columbia National Bank at 
Dayton, the Vancouver National Bank at Vancouver, the First 
National Bank at Baker City, Oregon, and the First National Bank 
at Pendelton, Oregon. Besides, he had '‘important interests^’ in 
other banks. In fact, he reportedly controlled and was interested in 
more banks than any other man in the stated® His purchase of 
stock in the Old National Bank, however, marked his entrance 
into Spokane's financial circles. The fact that he had for the 
first time become directly interested in a financial house in Spo- 
kane seemed to some to be proof that Spokane's "future outlook” 
offered "special inducements for capital.” It was clearly not in- 
appropriate, therefore, that President Twohy should have cele- 
brated Senator Ankeny's advent into Spokane's banking circles by 
tendering him an informal luncheon at the Spokane Club to afford 
other bankers of the city an opportunity to meet 

Inasmuch as the change in the ownership and management 
of the Old National Bank of Spokane occurred in the early part 
of a period of rapidly increasing and continuing prosperity in a 
new section with an expanding economy, it was not unreasonable 
to expect that the growth of the institution would be both steady 

®^The Old National Bank was now very well justified in advertising that its 
directorate was a '‘thoroughly representative one*' with every member "a 
recognized leader of the branch of industry to which his energies arc devoted." 
Spokesman-Remem, Feb. 25, 1903. 

“Above, pp. 91-92. 

^^Spokesman-Review, Feb. 8, 1903. 

Feb. 24, 1903. 
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and rapid, v^ttch indeed proved to be the situation under the admin- 
istration of its efficient, aggressive, and imaginative corps of 
officials. 

loir example, in addition to changes already inaugurated, the 
Old National llank announced the opening of a new safety deposit 
vault on April L This new vault, which was constructed of excellent 
material and had all available modern improvements, was as nearly 
burglar and fire proof as it could be made. It had boxes of all 
sizes for rent at ‘Reasonable rates.’'“° 

The Old National Bank, in competition with other aggressive 
banks in the city, inaugurated an effective program of advertising 
well designed to increase its business. It emphasized the fact that, 
though it followed the policy of adopting “every desirable method 
of modern banking,’' it never lost sight of that “essential quality 
— absolute safety.” It aimed to “conduct its business along the 
lines of the modern banking institution, affording every facility and 
courtesy to its customers, making short-time loans in moderate 
amounts to the best people for legitimate business purposes, and 
maintaining an adequate reserve for the protection of its 
depositoi-s.”^^ 

The year 1903 proved to be a very profitable one for Spo- 
kane’s banks, which paid dividends of 14 per cent on a million- 
dollar capital for the year. The Old National Bank, which had not 
paid dividends for several years, resumed the policy in 1903 with 
the payment of a 5 per cent dividend.^^ During the year, the total 
resources of the Old National Bank had increased by more than 
a million dollars and amounted to $2,775,151. Its deposits, which 
had nearly doubled, were $2,465,146. Doans and discounts totaled 
$ 1 , 807 , 332 , which was more than twice what they had been slightly 
more than a year earlier.^® 

The prosperity of the Old National Bank, like that of Spokane 
and the Inland Empire, continued during 1904. At the close of 
the year, the Old National was one of the three national banks in 

lUd,, March 29, 1903, 

^ lUd, Feb. 3, Nov. 29, and Dec. 13, 1903, 

According to the Spokesman-Review, it was going to decide at a meeting 
later in the month (December) to adopt the plan of paying dividends of 10 
per cent per annum. 

Jan. 3, 1904. 



96 Research Studies, State College of Wasliingion Vol. XVI 1 


Spokane which declared a semiainuial dividend of 10 pta* 

At the close of 1905, the Spokesman-Review coinnientcd at 
length on the “Wonderful Record of Spokane’s CJrowtli” during 
the preceding ten years. Terming bank clearances an accurate guide 
to the “enormous business’' done annually in this area, it pointed 
out that clearances for the year, which were $164,099,042, exceeded 
those for the previous year by more than 32 per cent, surpassed 
those of 1903 by about 47 per cent, and were approximately 
717 per cent greater than those of 1895. Total deposits, which 
had increased by $12,750,000 since 1895, by $7,000,000 since 1903, 
and by $2,500,000 during the preceding year, and currently 
amounted to slightly more than $14,000,000, likewise served as an 
index of the increasingly high level of business activity in the 
district. These deposits, “almost universally” derived from local 
regions and owned by local residents,®^ amounted to $187 per 
capita for Spokane’s population, a sum which was much above 
the average for other cities of similar size in other parts of the 
country.®^ 

The Old National Bank was participating in an ever-increasing 
measure in the growth of Spokane ancl the Inland Empire. Clear- 
ings for the Old National Bank, which were the largest of any 
bank in Spokane, alone amounted to $44,728,009, or about 27 per 
cent of the total clearings for the banks of the city. It also had 
the largest deposits, $4,062,347, of any of the city’s banks. It 
ranked second among them in loans and discounts, with $2,317,674. 
In their advertising, officials of the Old National I^ank em- 
phasized that because of “its favorable banking connections in all 
important money centers of the United States, and its extensive 
list of country correspondents throughout the Inland Empire,” its 
facilities were unsurpassed,^^ 

One result of the “splendid prosperity in all lines of business 
throughout the state” during 1906 and 1907 was an unparalleled 

^ Ibid., Jan. 11, 1905. During the year, a new bank, The Farmers and Mer- 
chants Bank of Spokane, had opened. Tenth Annual Report of The State 
Examiner of the State of Washington, 1916 (Olympia: R M. hamborn, Public 
Printer, 1917), pp, 20-37. 

Th^, according to the Spokesman-Review, was in contrast to other points 
on the Pacific coast, particularly in California, where people from the East 
had substantial holdings. 

Spokesman-Review, Dec 31, 1905. 
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increase in the number of banking institutions.^® The Old National 
Bank, which, under the dynamic leadership of President D. W. 
Twoliy, had already risen from a position of relative obscurity 
among the small banks of Spokane to the place where it was 
the city’s largest bank, made notable advancement during 
this period. 

The first two reports of the Old National Bank to the Comp- 
troller of the Currency in 1906, made on January 29 and April 6, 
respectively, showed that the bank was continuing to grow rapidly.®"^ 
At a special meeting on April 20, stockholders voted unanimously 
to increase its capital stock from $200,000 to $500,000. Present 
shareholders agreed to subscribe all of the additional capital. Most 
of it went to them, but there was an agreement to allot a portion 
to ''friendly interests calculated to strengthen the bank.” In in- 
creasing the Old National Bank’s capitalization, officials adjusted 
the bank’s surplus, which the report of April 6 to the Comptroller 
had shown to be $115,967, so as to permit the issuance of new 
stock at a bonus and to give the bank a combined capital and 
surplus of $600,000. The purpose in raising the capital of the Old 
National Bank was to make it possible for the institution to 
handle its growing business more efficiently and to afford addi- 
tional security to its depositors by maintaining the proper pro- 
portion between its capital stock, reserves, and deposit liability.®® 

Early in 1907, the stockholders of the Old National Bank 
again reelected the old officers. They also reelected the old directors 
and increased the total number of directors from seven to nine 
by the addition of two new ones. They were J. P, McGoldrick, 
president of the McGoldrick Lumber Company, and T. J. Humbird, 
general manager of the Humbird Lumber Company.®® The outlook 
for the bank for the ensuing year appeared to be bright, for mines 
were productive, commerce was increasing, new industries were 
springing up, and agricultural prospects were good. 

First Annual Report of the State Examiner of the State of Washington, 
1907 (Olympia, Wash.: C. W. Gorham, Public Printer, 1908), pp. 4-S. Five 
new banking institutions began operation in Spokane during 1906 and 1907. 
Tenth Annual Report of the State Examiner ... , pp. 20-37. 

Its deposits had increased by more than $2,350,000 between April 6, 1904, 
and April 6, 19C^. Spokesman-Review, April 10, 1906. 

^^Spokesman-Review, Feb. 2, and April 10, 21, and 22, 1906, 

®®In addition to representing his own interests, Humbird served as proxy 
for the Weyerhauser Syndicate's holdings in the bank. Ihid., Jan. 9 and 13, 
1907 
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The officials of the Old National IJaiik of Spokane vven^ 
on the alert for better business techni([tt(‘S and nu'thods, Pkirly 
in 1907^ the Old National Hank was the first' l)ank in Spokane to 
change its system of bookkeeping from the |;)roce(hire of having 
the depositor hand in the pavssbook every month for the bank 
to compile the monthly balance, to a new method, the ''slate- 
ment system,” whereby the bank kc|)t a duplicate record of each 
customer’s account. Each of the duplicates was fjrcpanal separately 
from the original deposit slips and checks. A sheet known as the 
individual ledger sheet was kept as the permanent record of the 
bank; and its duplicate, called a ‘'loose l(‘af vsli(‘et,” was kept 
merely until the end of the month, when it was taken out to form 
a statement of the balance, being rettirned to tlK‘ customer 
along with the checks received during the month. Thus the pass- 
book came to be looked upon purely as a receipt for (h^posits and 
no statement of the amount of the balance was entered into it. 

When the Old National Bank of Spokane first initiated the 
use of the "statement system,” W. J. Kommers, assistant cashier, 
enthusiastically explained its many advantages. Fie stated that 
one of its most important features was that it afforded an al)- 
solute check on the ledger keepers against colluvsion or errors in 
accounts. Besides, it protected the depositors by giving a double 
guard and precluded the possiblity of the bank’s wrongfully refus- 
ing to pay a check for lack of funds. Furthermore, before returning 
a check unpaid, the paying teller always had to confirm the 
accuracy of the ledger by reference to the statement clerk’s 
accounts.®^ 

Officials of the Old National 'Bank of Spokane took advan- 
tage of the getierally prosperous conditions not only to expand 
the activities of their own institution but also to take the lead in 
creating a new trust company. In 1907, they set upNlie. Union 
Trust Company, one of the first three such institutions organized 
in the state.®® Its officers were: D. W. Twohy, president; W. J. C. 
Wakefield, vice-president; and Jas. C. Cunningham, secretary- 
treasurer. Directors were D. C. Corbin, Peter Larson, James 
Monaghan, John Finch, T. J. Humbird, Geo. S. Brooke, R. B. 
Paterson, Fred B. Grinnell, J. P. McGoldrick, Jay P. Graves, 

Spoke sman-RevieWf Jan. 22, 1907. 

® Jones, he, cit; First Annual Report of the State Uxaminer . . . , 1907^ 
p. 71, 
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T. L. Greeiioug-li, f). D, McDonald, and E. J. Roberts. The 
officers and directors of the Union Trust Company had been 
successful businessmen of Spokane and the Inland Empire for 
more than 'hi score’"’ of years and had been identified with many 
worthy enterprises which had benefited Spokane, having aided 
these materially. Therefore they were thoroughl}^ in touch with the 
pulse of trade and finance and thus had the confidence and respect 
of the community.®^ 

The Union Trust Company, with offices on the lower floor 
of the Marble Bank Building, just under the quarters of the 
Old National Bank, opened on March 18, 1907, with a capital 
of $200,000 and a surplus of $20,000. Its “commodious quarters” 
were equipped in the most modern manner available and were 
used exclusively for the transaction of a trust and safe-deposit 
business. Iliis iUsStitution had a trust department, a bond depart- 
ment, a safe-deposit department, a loan department, an insurance 
department, and an abstract department, and it was prepared to 
assist in the drawing of wills. 

This institution was very closely affiliated with the Old National 
Bank of vSpokane.. Apparently, D. W. Twohy, who was president 
of both the Old National Bank and the Union Trust Company, 
largely shaped the policies of the two institutions. Peter Larson, vice- 
president of the Old National Bank, and T. L. Greenough, also 
one of the original purchasers of stock when the Twohys and their 
associates bought the Old National Bank, were directors of the 
Union Trust Company, T. J. Humbird and J. P. McGoldrick, the 
two newly elected directors of the Old National Bank, were also 
directors of the Union I'rust Company. 

Before the onset of the panic of 1907, the Old National Bank 
had total resources of $7,799,553, Loans, discounts, and over- 
drafts accounted for $5,114,029 of this amount. United States 
bonds and other bonds, investments, and real estate amounted to 
$875,751. vSums due from banks and other cash items totaled 
$1,246,869. There was $564,904 in cash. The bank’s capital was 
$500,000, and its surplus and profits amounted to $155,644. Its 
circulation stood at $300,000. Individual deposits equaled 
$6,016,92S.'*'" 

^ Spokesm^an-RevieWf March 17, 1907. 

"^Annual Report of the Comptroller of the Currency, 1907 (Washington: 
Government Printing Office, lSfo7), pp. 808-09. 



100 Research Studies, State College of Washington- V'ol. XVI 1 

Although the panic of 1907 had less effect n[)on the l)anks in the 
state of Washington than in most other states/' tlu“y felt its 
impact briefly. Hanking officials in fipokane sharjily curtailed 
their lending and “iniplored" depositors not to withdraw money. 
They made every effort to avoid depleting their funds by .sending 
money east. The banks of Spokane, is.sued $1,400,000 of “wooden 
money” or script, of which only $1,000,000 was in actual circu- 
lation. During this panic, D. W. Twohy, who wnvs president of 
both the Old National Bank and the Union 'I'rust Company, re- 
portedly remained “cool and collected,” and his “sane, practical 
attitude reassured others and had the effect of restoring public 
confidence.”'*^ 

The panic of 1907 was of short duration, and banks were 
soon overstocked with cash. People were paying all that they owed 
and were not assuming any indebtedness that they could avoid. 
By the middle of January, 1908, there was “as much a dearth 
of borrowers of the class the banks cared to lend to as there 
was a dearth of lenders three months ago.” Borrowers could 
obtain money for commercial purposes as easily as before the 
“financial stringency” of the preceding fall and on the same terms 
and at the same rate of interest as had prevailed then. Banks 
were lending freely on mortgages in amounts as high as $60,000. 
Because there was apparently no demand for money by any but 
established firms, it was not clear just how free big amounts 
for new enterprises were.*® 

At the time of the first call of the Comptroller for 1908, 
statements showed that the reserves of the bank were big. They 
revealed, too, that loans had decreased, that cash had increased, 
and that in some instances deposits had gained since the Comp- 
troller’s call on December 3, 1907. Although the Old National 
Bank was one of those "caught ‘off ” on deposits on February 14,** 
it led the banks of the city in deposits, with $5,726,793. Ina.srauch 
as it was also first in loans and discounts, with $3,995,606, it was 
presumably taking a leading part in bringing about a resumption 
of business activity in the area.*® By the end of 1908, deposits 


" First Annual Report of the State Bxeminer . . . , 1907, p. 4. 

“ Spokesman-Review, Jan. 23, 1914, and Jan. 30, 1929. 

*‘Ibid., Jan. 17 and 26, 1908. 

u Fere better condition a week later. The Old National 

had $200,000 more m cash on Feb. 21 than it had had on Feb. 14. 

* Spokesman-Review, Feb. 22, 1908. 
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in Spokane’s banks were large, and loans and discounts were 
also big.’*® The Old National Bank led in both of these fields, 
with deposits of $6,968,037 and loans and discounts of $4,197,873. 
The Old National Bank, which was “serving more people than at 
any time in its history,” declared that this fact was an indication 
that the community was appreciating “its policy of conservatism, 
its uniform courtesy and good service.” It, of course, invited more 
business.^’ 

The bank clearings in Spokane for 1908 showed a decided 
gain over those for the preceding year. This was the only north- 
western city in which the bank clearings for 1908 exceeded those 
of 1907. The following figures show the clearings for 1907 and 
1908 and the respective gains and losses: 


Portland 

Seattle 

Tacoma 

Spokane 


1907 

$340,888,630 

430,000,000 

246,090,189 

301,419,017 


1908 

$310,656,513 

429,000,000 

238,113,071 

307,591,482 


Change 

$40,232,117 

1,000,000 

7,977,118 

6,172,365 


Per Cent 
(gain or loss) 
-11.4 
-0.25 
-3.24 
+ 2.0348 


Thus Spokane's bank clearings in 1908 were ahead of those of 
1907 by $6,172,365, or 2.03 per cent. Seattle was a close second 
with a loss of only one-fourth of 1 per cent. Tacoma was in 
third place with a loss of 3.24 per cent. Portland, with bank 
clearings 11.4 per cent behind those of 1907, showed a much 
larger loss for 1908 than did the Washington state cities. 


IV. Li^adership of the Old National (1909-19). 

According to the economic analysis of E, T. Coman, president 
of the Spokane Clearing House Association, 1909 gave promise of 
being the ^l>anner year" in the Inland Empire. The mining industry 
was "halting somewhat" because of the agitation concerning the 
tariff, but, if there was no disturbance in the tariff, the mine 


^ During the year, one state bank failed and one new one, which had ab- 
sorbed an existing savings bank, began operating. Second Annual Report of 
the State Examiner . . . , 190S, pp. 7 and 8. In addition, a group of Canadian 
and American financiers made tentative plans to incorporate a British-Ameri- 
can banking concern in Spokane which would have a million-dollar capital and 
a system of branch banks. Their plans, however, did not materialize. Spokes- 
man-Review^ Jan. 19, 1908, 

*Ubid,, Dec. 1 and 6, 1908, and Jan. 1, 1909. 

^Ibid., Jan. 5, 1909. Ail of the Northwest made a much better showing 
than ‘*most of the East” in the increase of bank clearings in 1907 and 1908. 
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operators in the Spokane area, who were (MViploying’ nearly full 
crews, would enjoy *'* favorable conditions” lhrou|:’h 1909. After a 
lengthy period of stagnation, the Iitnil)ering industry was recover- 
ing rapidly. Generally the lumbermen, who were well sup|)lie<l with 
orders, were maintaining logging crews in the woods twen during 
the wdnter. The banks were already feeling the effect of receipts 
from shipments of lumber to the East. Finally, except in the 
areas where the yield on light soils had been low, the farming 
industry was prosperous, as the average price for all farm prod- 
ucts was at the highest level in the section's history. Moreover, 
the existing conditions for crops were good.'^ 

On January 1, 1909, D. W. Twohy, in his capacity as presi- 
dent of both the Old National Rank and the Union Trust Com- 
pany, announced that the boards of directors of these institutions 
were preparing to launch extensive programs of expansion. Such 
action involved changes in the directorates, greater capitalization, 
extension of operations, and provision for new quarters for both 
institutions. For the Union Trust Company, it also included en- 
trance into a new field of activity: the savings and loan business.^ 

On January 12, 1909, many of the national banks and trust 
companies of Spokane held the annual meetings of their stock- 
holders. Practically all of the important officials remained with 
the various institutions, but several changes were made in the mem- 
bership of the boards of directors. There were two changes in the of- 
ficials and only two changes in the directorate of the Old National 
Bank. J. D. Porter, a member of the firm of Porter Brothers and 
Welch, railroad contractors,'** became a director; and Jolm Twohy 
replaced James C. Twohy, deceased, as a director/ 

‘^Spokesman-Review, Jan. 1, 1909, 

“Becanse the directors controlled more than a half of the shares oE slock 
in both institutions, their decision was tantamount to final action by the stock- 
holders, Spokesman-Review, Jan. 1, 1909. 

^Spokesman-Review, Jan. 13, 1909; see below, n. 31 in §IV. 

^During the first seven years of the history of the Old National Bank 
under its new owners, there had been only four changes in its directorate, the 
election of a seventh member in February, 1903, the addition of two more 
members in January, 1907, and the selection of one member, T. U Greenough 
in 1908 to replace Peter Larson, deceased. There had been only two changes 
in its staff of officials, the addition of an assistant cashier, W. J. Kommers, 
in 1903 and a ''second assistant cashier,” J. A. Yeomans, in January, 1^6. 
This continuity among those in charge of forming the policies and administer- 
ing the affairs of the Old National Bank undoubtedly contributed greatly to 
its noteworthy growth. See above, n. 3 in §III; Spokesman-Review, Jan. 13, 
1904, Jan. 11, 1905, Jan. 7, 1906, and Jan. 1, 1909. 
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On the same day — January 12, 1909 — the stockholders of the 
Old National Bank of Spokane increased its capital stock from 
$500,000 to $1,000,000. Thus, it became one of the first two^ 
banks of Spokane to have a capitalization of $1,000,000. This 
increased capital was made partly by subscription. Patrick Welch 
and Porter Brothers, of Porter Ih'others and Welch, railroad 
contractors, made a large purchase of the newly created capital. 
J. D. Porter represented the new interest in the bank of the 
board of directors.® 

When the stockholders of the Union Trust Company held 
their annual meeting on January 20, 1909, they voted to retain 
the same officers and to increase the number of directors from 
nine to fifteen. The new directors were: A. U. Flewelling, presi- 
dent of the Chicago, Milwaukee, and St. Paul timber interests 
in the Northwest; William Winters, Smith Company, railroad 
contractors; F. A. Blackwell, president of the Idaho and Wash- 
ington Northern Railroad, president of the Panhandle Lumber 
Company, and chairman of the board of directors of the Spokane 
and Inland Railway ; J. D. Porter of Porter Brothers, railroad con- 
tractors ; D. M. Drumheller, vice-president of the Traders’ National 
Bank; Patrick Welch of P. Welch and Company, railroad con- 
tractorsd 

On the same day, the stockholders of the Union Trust Com- 
pany increased the institution’s capital stock from $200,000 to 
$500,000 and the surplus from $20,000 to $30,000. About one- 
third of the newly authorized stock went to the new stockholders 
and about two-thirds of it to the old stockholders.^ 

h'celing that there was room in Spokane for a savings bank 
which did not engage in commercial banking, the stockholders 
authorized the establishment of such a business by the Union Trust 
Company, Thus, this institution, whose business had already at- 
tained large proportions, became the Union Trust and Savings 

®The Exchange National Bank increased its capital stock to $1,000,000 on 
the same day. 

^ SpokesmaU’-Review, Jan. 13, 1909. 

U. D. Porter— like D. W. Twohy, T, E. Greenough, T.J. Humbird, and 
J. P. McGoldrick— thus became a director of both the Old National Bank 
and the Union Trust Company. Spokesman-Review, Jan. 21, 1^9. 

^ Some of the new stock was sold to A. Gttthrie, of^ A. Guthrie and 
Company, railroad contractors; Caughren and Woldson, railroad contractrs; 
and W. D. Greenough, of Greenough Brothers. Spokesman-Review, Jan. 21, 
1909; Jones, loc, cit 
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Bank of Spokane and was able not only to expand its trust func- 
tions and real estate loans but also to enter tlie savings bank busi- 
ness aggressively.'^ 

At their annual meetings in 1909, the stockholders of both 
the Old National Bank and the Union 9'rust Company took 
steps to provide for adequate housing for their respective insti- 
tutions. This meant the ratification of the Old National Bank's 
sale of the Marble Bank Building and the adjacent Crescent 
Store propei'ty at Riverside Avenue and Wall StiTct to the Union 
Trust Company for $200,000, and the ratification of the Union 
Trust Company's sale of the Corbin property at the corner of 
Riverside Avenue and Stevens Street to the Old National F>ank 
for $300,000d« 

These transactions during the early part of 1909 required the 
construction of another big skyscraper office building in Spokane, 
On April 8, the board of dii'ectors of the Old National Bank 
engaged the architectural firm of D. H. Burnham and Company 
of Chicago to construct the new fifteen-story bank building. 
The plans called for a steel frame filled with concrete and faced 
with terra cottaF^ As soon as the Old National Bank could 
move into its new home, the Union Trust Company was to occupy 
the entire Marble Bank Building and the annex in the 
Crescent Store.^^ 

The ambitious plans of President Twohy and the board of 
directors of the Old National Bank and the Union Trust Company, 
which were solidly grounded on Spokane's i‘apid and virtually 
continuous^^ development of the preceding decade and a half, 
were thoroughly in keeping with the spirit of the times. By June 17, 
1909, Spokane not only aspired to be but had actually become 
the banking center of the Inland Empire. It had become a reserve 


^ Spokesman-^Review, Jan. 1, 1909; Third Annual Report of the State 
Examiner . . . , 1909, p. 69; letter from A. E. Reid, executive vice-president 
of the Old National Bank of Spokane, to Claude A. Campbell, Feb. 18, 1948. 

^On the basis of the square foot, the relative prices paid for the Corbin 
property and the Old National Bank's property were about the same. Spokes^ 
manrReview, Jan. 13 and 21, 1909. 

Jones, loc. cit 

‘^^Spokesman-Review, Jan. 1, 1909, 

Although there had been a slight drop in bank clearings in 1900 and 
1901, this loss was offset by their large increase in 1902 and subsequent years. 
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city^^ and hence was able to attract bank deposits that had 
formerly been carried by eastern correspondents. Most bankers had 
learned that it was advantageous to carry the largest part of their 
reserve near home and that Spokane was the ''most favorable 
point geographically’’ and was "sympathetically nearest to every 
bank in the Inland Empire/’^® 

The Old National was now the outstanding Spokane bank/^ 
being still one of only two banks with a capitalization of 
$1,000,000.^^ Its deposits of $7,694,090 were larger than those 
of any other bank in the city and accounted for approximately 
29 per cent of the total deposits of the Spokane banks.^® 

Because Spokane had in fact become the financial center of 
the Inland Empire, it was natural that so alert and aggressive a 
group of officials as those in charge of the Old National Bank 
should think of extending its operations beyond the bounds of the 
city. The form which this expansion was to take, however, was 
not to be a matter of their free choice. 

Until 1909, both group or chain and branch banking had been 
legal in the state of Washington. At its regular session in 1909, the 
legislature passed a measure amending the banking act of 1907, 
which had created the state banking department, and established 
a banking code. Among other things, this law specifically pro- 
hibited branch banking in the state.^® 


Washington was one of the few states having three reserve cities (Spo- 
kane, Seattle, and Tacoma). Spokane became a reserve city in 1908. Annual 
Report of the Comptroller of the Currency, Second Session of the Sixtieth 
Congress of the United States (Washington: Government Printing Office, 
1908), p. 154. 

^ ^Spokesman-Review, June 17, 1909. A special article on banking by W. D. 
Vincent in the twenty-fifth Anniversary edition of the Spokesman-Review, 
“According to Vincentes article, Spokane had four national banks, four 
state banks, and one foreign bank. At that time, there must have been at least 
eight private, .savings, or trust banking institutions in addition, for they appear 
in the Tenth Annual Report of the State Examiner . . , , 1916, pp. 33 and 41, 
which contains a list of the institutions, together with the dates of their es- 
tablishment, under the supervision of the examiner. This list does not include 
the Traders' National Bank and the Northwest Loan & Trust Company, which 
were absorbed by the Spokane and Eastern Trust Company in 1914. 

Besides, it controlled the Union Trust Company, which then had a capital 
stock of half a million. 

Sp ok esman-R evtew, J une 1 7, 1909. 

“ The State Examiner (of banks) had recommended this provision either 
on his own initiative or at the behest of^ certain operators of state banks. 
Second Annual Report of the State Examiner . , . , Dec. 31, 1908, pp. 4 and 
5 ; Session Eaws of the State of Washington, 1909, Chap. 195, Sec. 6 (Olym- 
pia: E. L. Boardman, Public Printer). 
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Therefore, inasmuch as the action of the Ie|j;islattire had pre- 
cluded the development of branch bankini^, the aiilltoritk\s of the 
Bank turned to f^rou]) bankinj^^ In the Union Securities C!oinpany 
of Spokane, '‘which created the Old National (iroiip of hanks 
in its vicinity/’^^ they established the earliest of the important 
holding companies in the state"' in the fall of 1909. Its officers were: 
president, D. W. Twohy; viceimesidents, J. 1). l>assetl and J. K. 
McCornack; treasurer, T. J. Humbird.^^ The following banks, 
strategically located throughout the Inland Empire, were con- 
trolled by the Union Securities Company : 


Location 

Connell, Washington 
Creslon, Washington 
Edwall, Washington . 
Grandview, Washington . 
Granger, Washington 
Harrington, Washington 
Lewiston, Idaho 
Lewiston, Idaho 
Medical Lake, Washington 
Moscow, Idaho 
Nez Perce, Idaho 
Odessa, Washington 
Palouse, Washington . 
Prosser, Washington . 
Ritzville, Washington 
Spangle, Washington , 
Spirit Lake, Idaho . 
Sprague, Washington 
Sunnyside, Washington , 
Washtuena, Washington , 


Bank 

State Bank of Connell 
, Cre.ston State Bank 
. Bank of Edwall 
. First National Bank 
Ilnioti Bank of Granger 
Harrington State Bank 
Idaho Trust Company 
Lewiston National Bank 
. First National Bank 
hirst National Bank 
, Farmer’s State Bank 
. Security State Bank 
Security National Bank 
. Prosser State Bank 
. First National Bank 
. State Bank of Spangle 
. . Bank of Spirit Lake 

. First National Bank 
, First National Bank 
. . First State Bank* 


“^Spencer and Pollard, op, ciL, p, 251. 
p, 313. 

**^Other stockholders” were F. A. Blackwell, Peter Larson Estate, T. L. 
Greenough, Porter Bros, k Welch, J. D. Farrell, A, Guthrie & Co., Caiighren 
k Woldson, William Winters, Twohy Bros., Jay P. Graves, F. B. Grimiell, 
W. J. C. Wakefield, Henry Turrish, J. P, McGoldrick, T. F. Wren, W. T. 
Clark, J. C. Cunningham. Spokesman-Review, Dec. 19, 1909. Only four of the 
officials and directors of the Union Securities Company — Bassett, McCornack, 
Turrish, and Clark — were apparently not officers or directors of the Old Na- 
tional Bank and/or the Union Trust Company. D. W. Twohy was president of 
all three organizations. See above, pp. 87, 94, 98. 

^Ibid,, Sept. 1, 1929. This list is not quite complete if Twohy’s statement 
in the Spokesman-Review, Dec. 19, 1909, that there were twenty-four banks 
in the Union Securities Company is entirely accurate. The number of banks 
controlled by the Union Securities Company during it existence, 1909-29, 
actually varied from time to time because of the purchase or sale of bank 
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This group of banks included both national and state institutions, 
fifteen of which were located in Washington and five in Idaho. 

The actual conversion of the selected unit banks into members 
of the Old National’s group required considerable time and careful 
attention to detail For instance, although the deal for the Security 
National Bank of Palouse ''had been practically completed for 
some time,” the final transfer of a large block of stock did not 
occur until February 1, 1910, because "it was necessary to have 
a complete auditing before the final consummation.” As expected, 
the bank’s affairs were in order, and its assets were accepted 
at face value.^^ 

In an interview given at the time when the Union Securities 
Company secured the controlling interest in the Lewiston National 
Bank, President D. W. Twohy discussed the formation, aims, 
and operations of the organization at some length: 

The L^nion Securities Company of Spokane was organized three months 
ago largely for the purpose of throwing additional safeguards around the 
investments of its stockholders who are interested in country banks in the 
Inland Empire. A number of people interested in this company are men of large 
affairs who did not have time themselves to give attention to the business 
of individual banks, and associated themselves together for the purpose of 
safeguarding their investments and furnishing banking capital where it could be 
employed profitably and where it would serve to develop the country. 

A central office is maintained in Spokane where, tmder supervision of 
experienced bank men, a reporting system is put in effect, and supplemented 
by an auditing system, which puts the central office in close touch with the 
operations of all individual banks. The plan places the controlling interest of 
the individual banks in the Union Securities Company, and the balance of the 
stock is distributed among responsible people in the respective communities 

stock as the principles of good business management apparently warranted. 
For example, a list compiled in 1922 contains the names of seven banks 
Craigmont, Idaho; First National Bank, Mullan Idaho; Union State Bank, 
Wapato, .Washington; First National Bank, Wenatchee, Washington; West 
Side National Bank, Yakima, Washington; and the Yakima National Bank, 
Yakima, Washington) which were not members of the Union Securities Com- 
pany at the time of its dissolution upon the formation of the Old National 
Corporation in 1929. Letter from Howard H. Preston to Claude A. Campbell, 
May 8, 1951. 

This bank bad a capital of $60,000, and its value “as a whole” was $100,000. 
The Union Securities Company purchased the stock at $143.25 a snare. 
S pokesman-Review, Feb. 1, 1910, 
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and the local manager also is expected to have an interest in the bank wliich 
he supervises.^* 

The company has become interested in 24 banks iix tiie Inland Empire ami 
the results so far attained have been very satisfactory and tend to raise the 
standard of banking throughout the country districts,'’* 

Uiicloubteclly the Okl National was not slow to ejcploit tlie ad- 
vantages gained from the establishment of this group-banking 
concern in the Inland Empire. It afforded an excellent means 
of not only furthering the interests of the Old National Bank 
but also extending the influence of vSpokane as the financial 
center of the Inland Empire, two purposes which D. W. Twohy 
had emphasized ever since his arrival in Spokane. 

During 1909, a general and substantial growth in all types 
of business, industry, and agriculture set a new record in the 
development of Spokane and the Inland Empire. There was a big 
influx of population and capital into Spokane, several of the 
‘‘big eastern insurance companies and others’^ having found it a 
“highly desirable field for investment/' There were increases in 
postal receipts (which stood at almost $500,000), building permits, 
jobbing, manufacturing, bank deposits (which amounted to 
$31,000,000), and bank clearings^’’ (which were $206,504,834 and 
showed an increase of 34 per cent over those for 1908). There 
were sizable gains in income for the mining and lumbering indus- 
tries. Returns from all types of agriculture showed marked growth 
—those for wheat, the most important crop, having very nearly 
doubled/® 

The annual statement which officials submitted at the annual 
meeting of the shareholders of the Old National Bank on 
January 11, 1910, showed the institution to be in a “remarkably 
prosperous condition.'’ It had deposits of $9,000,000, surplus and 

It is noteworthy that the vicc^yresidents of the Union Securities Com- 
pany, J. D. Bassett and J. K. McCornack, were former presidents of four 
banks included in the Old National group— Bassett having been president of 
those at Connell, Odessa, and Prosser, and McCornack of the one at ];kilousc. 
Apparently the capitalists who had substantial hwestments in the country 
banks were desirous of having the advice of experienced country bankers in 
the supervision of these institutions. Bassett was also a shareholder of the 
Old National Bank. IbU., Jan. 16, and Feb. 1, 1910; Fourth Annual Report 
of the State Bxaminer . . . , 1910, pp. 24, 31, and 58. 

^^Spokesman-Review, Dec. 19, 1909. 

Since the preceding August, a new and supposedly more accurate method 
for figuring bank clearings had been in use. Under the former method, bank 
clearings for 1909 would have been double what they were. Ibid,, Jan, 1, 1910. 

^Ibid, 
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profits of $250,000, and cash of $400,000.^9 The shareholders of 
the Old National Hank elected six new directors at this annual 
meeting. They were: }\ A. Blackwell, president of the Idaho, 
Washingloii & Northern Railroad, vSpirit Rake, Idaho; Jay P. 
Graves, president of the Spokane & Inland Railway Company, 
Spokane; August Paulsen, investor in mines, Spokane; W. J. C. 
Wakefield, lawyer, Spokane; and P. Welch, railroad contractor, 
Spokane. The board of directors subsequently re-elected the bank's 
old officers, one of whom was a recently appointed third assistant 
cashier, W. J. Smithson.^^ 

Although the addition of six new members increased the 
size of the board by 66% per cent, it did not make a proportionate 
change in the character of the bank's directorate. It did, however, 
broaden somewhat the economic base of the body, whose composi- 
tion had not changed very materially during the years.*^^ Although 
one of the new directors was a railway contractor and two were 

^Evening Chronicle, Spokane, Jan. 12, 1910. 

^Ihid.; Spokesman-Review, Jan. 16 and Feb. 6, 1910. It seems probable 
that there was some connection between the election of such a large number 
of new mcinbcrs of the board of directors and the financial arrangements for 
the construction of the Old National Bank Building. When officials of the 
Old National Bank were completing the plans for erecting the building and 
for financing it, according to W. J. Kommers, an official of the Old National 
Bank for more than twenty-five years, the question of whether or not to 
secure a loan from an insurance company arose. Pat Welch, a railway con- 
tractor, who was then realizing large profits from his business and had al- 
ready agreed to subscribe $100,000 for the building, proposed that the group 
of stockholders themselves supply the funds and offered to increase his sub- 
scription to $200,000 if the building were not mortgaged. By the time that 
those promoting the sale of stock in the projected building had called on 
eighteen of a list of thirty- five potential subscribers, all shares were fully 
subsci'ibcd, and it becaine necessary to set a limit of $100,000 for each indi- 
vidual snbscribex’. “Predictions and Reminiscences,’* Spokesman-Review, April 
24 , 1949 , 

Three of the members of the original board of directors of the Old 
National Bank after its purchase by the Twohys and their associates were 
railway contractors, one was president of a railway, and two were bankers — 
that is, the president and cashier of the Old National Bank itself. Furthermore, 
of the five purchasers of the bank's stock in addition to the directors, two 
were railway contractors, one was vice-president of a railway, the Great 
Northern, and two were executives in lumber companies. See above, pp. 85 
and 87. 

The man who purchased a substantial interest in the Old National Bank 
and became the seventh member of its board o£^ directors shortly after the 
new^ owners had acquired control of it was a financier and reputed to be 
president of more banks than anyone else in the area. His membership on the 
board not only widened the scope of the bank’s influence in the Inland Em- 
pire, but also afforded a measure of representation to country bankers. Above, 
pp. 94 and lOS. 

When the stockholders increased the membership of the board of directors 
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railway presidents, one was a real estate dealer, one had large 
investments in mining, and one was a lawyer, who apparently served 
as counsel for the bank. O'he board of directors as presently con- 
stituted included three railway presidents, five railway contractors, 
two bank presidents and one cashier, presidents of two lumber 
companies, one real estate dealer, one man with, extensive mining 
interests, and one law 3 ^er.'^“ 

As the year advanced, there were indications that the pros- 
perity which had characterized 1909 would continue through 1910. 
The responses of Spokane's fifteem*’^ banks to calls !}y the Comp- 
troller and presumably by the state examiner showed that de- 
posits had jumped ''skyward.” To the surprise of local financiers, 
who had expected them to be about as they had been at the time 
of the last call by the Comptroller and the state examiner on 
November 16, 1909, they amounted to $32,851,977. This figure, 
which broke all previous records, revealed a gain of slightly over 
half a million dollars in a period of about two and onc-half 
months. Loans and discounts were almost half a million dollars 
higher than they had been in November. Though cash on hand 
and in the banks was approximately one and three quarter million 
dollars more than it had been in November, surplus and undivided 
profits were somewhat more than half a million dollars less. 


to nine in 1907, the two new members of the directorate represented the lum- 
bering industry, a relatively new and rapidly developing industry in the area. 
This, of course, increased the number of economic intrests with representation 
on the board. Above, p. 97. 

The two directors that replaced two of the original members of the board 
of directors— both of whom had been railway contractors and who had died in 
1908 and 1909, respectively— were themselves railway contractors. Moreover, 
the man who became the tenth member of the board of directors in 19(19 was 
also a railway contractor. Above, p. 103. 

**The partial list of stockholders which apijearcd in an advertisement of 
the Old National Bank in the Spokesman^Rwum of Jan. 16, 1910, included 
twelve railway contractors, three railway ^presidents, one of whom was presi- 
dent of the Great Northern, one vice-president of a railway, one general man- 
ager of a railway, seven executives of lumber companies, four bank presi- 
dents, one vice-president of^a bank, one cashier of a bank, one real estate 
dealer, one president of an investment company, one president of a laundry, 
one large investor in mines, and one lawyer, 

®®They were the Old National Bank, Traders’ National Bank, Exchange 
National Bank, First National Bank, Hiljyard, Fidelity National Bank, Na- 
tional Bank of Commerce, Spokane and Eastern Trust Comapny, Northwest 
Loan and Trust Company, Spokane State Bank, Union Trust Company, Wash- 
m^on Trust Company, Bank of Montreal, Scandinavian-American Bank, 
Hillyard State Bank, Hillyard, and the Union Savings Bank. Because the re- 
ports on business for 1909 in the Spokesman-Review of January 1, 1910, in- 
cluded figures for only thirteen banks, it seems probable that they did not 
include those for tlie two Hillyard banks. 
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The Old National Bank led all the banks in the city in 
deposits, cash on hand and in banks, loans and discounts, and 
surplus and undivided profits. Although its surplus and undivided 
profits ($260,276) were somewhat less than one-fourth of the 
total for all of the banks of the city, it held more than one-fourth 
of the deposits ($9,327,438), cash on hand and in banks 
($3,946,767), and loans and discounts ($5,620,107). Apparently 
there was point to the Old National Bankas advertising that it 
followed the ^‘principle of conservative banking along progressive 
lines,'' that it expected to grow ^'both in its ability and opportunity 
to serve,” and that it invited the business to which it believed it 
had proved itself cntitled,^'^ 

During 1910, the building committee of the Old National 
Bank- that is, D. W. Twohy, T, J. Humbird, W. J. C. Wakefield, 
and W. J. Kommers, an assistant cashier of the bank, who was 
supervising the construction and managing the renting of space 
for officeS“Wcre proceeding rapidly with the erection of the 
Old National Bank Building. They let the contract for the build- 
ing in January, and Kommers stated that it would be ready for 
occupancy by December 31. To the surprise of many, the struc- 
ture, a large fifteen-story building, contracted at a cost of 32j4 
cents per cubic foot, was ready for use on that date.^^ 

On December 25, there appearad in the Spokesman-Review a 
large advertisement for the Old National Bank in the nature of 
a general invitation to the people of Spokane to attend an informal 
reception, given by the officers and directors of the institution, to 
'‘inspect its new banking rooms" from seven to ten o'clock on 
vSaturday evening, December 31, 1910, at its new home in the 
Old National Bank Building at the corner of Riverside Avenue 
and vStevens Street. In addition, the Old National Bank sent 
invitations to its out-of-town correspondents and depositors. Many 
of those who had offices in the new building also issued invitations 
to friends and customers to inspect their new quarters on 
this occasion. 

The formal opening of the Old National Bank Building, Spo- 
kane's largest and tallest building, which Kommers had planned 

^ Indeed, the fimxncial outlook for the entire state was good, inasmuch as 
all banks were “healthy” and prospects were “bright for a good business year.” 
Spokesman-Review, Jan. 18 and Feb. 3, 1910. 

Kommers, loc. cit 
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and designed to be a brilliant affair, proved to he the ''most 
auspicious event of its kind ever held in Sf)okane/’ Not only 
the quarters of the Old National Hank itself, in which the re- 
ception took place, but also the entire building'^^^ was open for 
inspection, the cight-hundred-odd tenants of the building bolding 
''open house'^ in their respective offices. Many beautiful floral 
pieces from the officials of other banks in the city and from 
personal friends and acquaintances of the directors and officials 
of the Old National Bank were on display in the banking rooms. 
There were also numerous congratulatory telegrams and letters 
from friends and business associates in many sections of the 
country. The reception committee, consisting of the directors and 
officers of the bank, stood in the officers’ quarters to the left 
of the door. An orchestra of thirty pieces behind a bower of palms 
rendered a program of classical and popular music. In the women’s 
department, wives of the officers and directors and the women 
employed in the bank greeted the women who visited the bank. 
From the cages in the banking room, employees of the bank 
presented souvenirs to the guests — ^paper weights and leather 
purses to the men and pin trays to the women. Large throngs 
"admired the beautiful architecture of the building,” observed 
the arrangement of the new counting rooms and their equipment, 
which "embraces many of the latest features adapted to the 
comfort and convenience of the patron, and necessary for the safe 
and expeditious conduct of the business of a modern, metropolitan 
banking institution,” and "stamped their approval” on a building 
which was regarded as the " 'pride of Spokane/ According to 
figures of the bank’s attendants in charge of the matter, slightly 
more than fifty thousand visited the "$1,000,000 premier office 
structure of Spokane.”®^ 

Thus, within considerably less than a decade, the Old National 
Bank, which had been one of Spokane’s smallest banks in 1902, 
when the Twohys and their associates had purchased it, had grown 
so rapidly that its officials had found it necessary to move it 
from its home in what had been Spokane’s most elaborate bank 

Except for the three top floors, which were not finished. 

Because of the large crowds, the officials of the bank considered it in- 
advisable to comply with the many requests to see the vault and banking 
fixtures. They arranged, however, for the bank to be open every night during 
the coming week with attendants on hand to show them to those interested, 

^Spokesman-Review, Dec. 25 and 30, 1910, and Jan, 1, 1911. 
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building to new quarters in Spokane’s most imposing office 
building, which they themselves had just erected. This symbolized 
and justified the vision of the group of men who, having gained 
considerable wealth from their operations in the Spokane area 
which they wished to use in further exploiting and developing the 
region’s resources, had induced President D. W. Twohy, a trained 
banker and financier, to join them in purchasing and operating a 
bank of which he was to be the active president. It was likewise 
a well-deserved tribute to President Twohy’s foresight, skill, 
energy, and ability, not only in promoting the growth of his own 
institution but also in playing the leading part in definitely estab- 
lishing Spokane as the financial center of the Inland Empire. 

In an advertisement occupying a full page of the New Year’s 
edition of the Spokesman-Review, officials of the Old National 
Bank called attention to its steady growth from 1902, when it 
had had a capital of $200,000 and deposits of $960,000, to 1910, 
when its capital was $1,000,000 and its deposits amounted to 
$8,269,000. They pointed out that it was 'Truly” a "Spokane insti- 
tution,” as it numbered among its shareholders many who had been 
closely identified with the development of Spokane and the In- 
land Empire. Though the bank’s management had followed a policy 
of "strict conservatism, confining its operations to the legitimate 
branches of modern banking,” it had been quick to adopt new 
methods and measures making for increased usefulness and ad- 
vancement and had perhaps set more precedents in the conduct of 
the bank’s business than had the management of any similar 
institution in the West. ''Absolute safety” had been and would 
continue to be the first consideration of those in control of the 
Old National Bank. Finally, the bank’s officials stressed that the 
new home contained "equipment and facilities unsurpassed for 
convenience and completeness,” said that they were prepared 
to offer the "highest type of banking service,” and solicited 
new business. 

In the same edition of the paper, the writer of an editorial 
entitled "Steady Growth of a Spokane Financial Institution” 
observed that both the Old National Bank and its new building 
were "Spokane institutions,” inasmuch as it was men of Spokane 
who largely owned and controlled them. The presence of such 
a "large and stable” institution in the Inland Empire, he said, was 
cause for congratulation to the people of the community. Spokane 
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was fortunate in having several growing and powerful institu- 
tions of this kind, because they were of great importance to the 
future of the community. 

Another editorial writer, who discussed “Spokane on Threshold 
of 1911/' congratulated the city on its progress in 1910 and 
alluded to the “brilliant prospects" which seemed to exist for 1911. 
He emphasized the facts that the taking of the Federal census 
had shown Spokane to be a city of more than 104,000 and that 
the people of the city had adopted a new and presumably better 
form of municipal government, the commission system, in 1910. 
Both of these developments, he thought, would bring additional 
immigrants and money into, the area. 

Three of Spokane's prominent business men, one of whom 
was D. W, Twohy, likewise felt that 1911 would be a promising 
year for “wise investors and conscientious business men, trades- 
men and artisans" in Spokane and the Inland Entpire as the 
financial condition of Spokane was “healthier"^^ than ever before, 
business was on the upward trend, eastern investors were looking 
to the Pacific Northwest as a place for investing their funds, and 
the population of the area was increasing rapidly. Twohy, 
who took a “conservative but optimistic" view as to the financial 
future, pointed out that, though 1910 had been satisfactory from 
the standpoint of business and finance, business institutions had not 
had as great increase in activity as they had been accustomed to 
during the preceding several years and that there had been “some 
let-up in general improvements throughout the Inland Banpire" 
during the past six months. He called attention especially to the 
fact that “based on present prices, the results from our farms 
have been $8,000,000 less than the year of 1909" and that there 
was consequently less money in circulation and that farmers and 
the people generally were not feeling as rich as they had felt a 
year ago. If the people properly evaluated the situation, lived 
more economically, and conducted business more cautiously, how- 
ever, he saw no reason why the coming year should not produce 
“satisfactory results.^' He noted, too, that it would be helpful 
if “some problems which are now disturbing the railroads and 

Reports revealed that Spokane^s banks and trust companies, exclusive 
of the Bank of Montreal, had had net earnings of $600,000 and had declared 
dividends of $250,000 in 1910. The Old National Bank’s annual dividend of 
10 per cent, paid in quarterly installments, was $100,000 for the year. Spokes- 
man-Review^ Jan. 11, 1911. 
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some of the principal lines of business are worked out satisfactorily 
so that new extensions which have been planned are put into 
operation.’^ If, ^hiiore important than all/' there were good crops 
in the Inland Empire, 1911 might be one of the best years.'^® 

Compared with the unusually rapid growth which the Old 
National Bank had experienced between the fall of 1902 and the 
winter of 1910, its growth in the period between 1910 and 1914 
was continuous but not greatd^ Its officials, however, in promot- 
ing the development of the area, did not flag in their efforts to 
supply the leadership which they apparently felt should come from 
those in control of the section's leading financial institution. 

The year 1911 was one of comparative dullness in commerce 
and industry in vSpokane and the Inland Empire. Despite this fact 
and the. fact that 1911 was a , year of 'Comparative industrial 
and commercial lassitude" in the nation generally, neither spirit 
nor energy were lacking among Spokane's business leaders in 
general and among those in charge of the Old National Bank in 
particular. For example, although there was for a while some doubt 
about continuing the National Apple Show, which had been incor- 
porated in 1908, leaders decided not only to continue to have the 
show but also to have a carnival in connection with it. An ' ‘apple 
show banquet" served to start the drive for an enlarged fund of 
$40,000 to finance the show and banquet. Those in attendance 
subscribed $18,000 of this amount. President Twohy of the Old 
National Ihink was a member of the committee which sponsored 
this affair, and W. 1). Vincent, cashier of the Old National Bank, 
served on the financial committee of three to raise the needed sum. 

During 1912, Spokane and the Inland Empire were “better off' 
in every material way than they had been in 1911. Nine local 
banks/® which had the best year in their history according to the 


"^Spokesman-Review, Jan, 1. 

See Appendix B. 

Durham, op. at, pp. 560, 606-07. 

'‘“The Traders' National Bank, Exchange National Bank, Old National 
Bank, Spokane and Eastern Trust Company, Union Trust and Savings Bank, 
Washington Trust Company, Fidelity National Bank, and Northwest Doan 
and Trust The National Bank of Commerce had not declared its dividend. 
Spokesman-Review, Dec. 29, 1912. Since this list does not include the following 
institutions, they also had apparently not declared their dividends; Spokane 
State Bank, Scandinavian- American Bank, Union Park Bank, Washington 
Safe Deposit and Trust Company, Clark Bros, and Klein Trust Company, 
Farmers and Mechanics Bank, and Bank of Montreal. 
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''concensus of opinion amonj^st officials/’ not only clis!ril)utc(l 
dividends of $484,000 Init also increased their stirf)liises. On the 
basis of their combined capital, these inslitiitioiis paid an averai^c 
annual dividend of 8,8 per cent. The (,)1<1 National hank’s custom'” 
^ry44 dividend of 10 per cent, although higluT than the average, was 
2 per cent less than the dividends of the other two big banks, 
the Traders’ National Bank and the Exchange National Bank, and 
5 per cent less than the highest dividend, that of the Spokane 
and Eastern Trust Company^''* 

There was a gain of only a little more than $150,000 in the 
total assets of the Old National Bank, The increase in its loans 
and discounts amounted to slightly over $500,000. The growth 
in deposits was somewhat in excess of $200,000. The institution 
increased its surplus by only about $1,200, although it paid its 
usual dividends."^® 

Meanwhile, in its advertising near the close of 1912, the Old 
National Bank called attention to its policies relating to loans and 
discounts. To a great extent, its loans and discounts were "notes 
and discounted paper of the various business enterprises of the 
Inland Empire” and were based upon or secured by "collateral 
pledged with the bank; on merchandise on the shelves of merchants 
or on its way from producer or manufacturer to consumer; or 
raw material in the hands of manufacturer; or grain maturing 
in the field or stock being fed for market.” The bank’s security 
on these loans was, of course, the "depositor’s protection.” Resides 
the loans mentioned, there were also "small Diversified T^oans” to 
"wage and salary earning depositors who have shown themselves 
worthy of credit by their con.stant industry and thrift in saving” 
and to "professional men whose accounts have paved the way to 
credit, by enabling the bank officials to learn their qualifications 
and business methods.”^^ 

Business men were hopeful that the prosperous conditions 

It had been paying an annual dividend of 10 per cent since 1904. Moody^s 
Manual . . . , 1934^ p. 110, 

^ Spokesman'-Review, Dec. 29, 1912. The Old National Bank Building, 
which had had a satisfactory business for the year with an occupancy of 
94 per cent, paid a dividend of 6 per cent, $90,000 on its capital of $1,500,000. 
This corporation was very closely connected with the Old National Bank, as 
all of its officers and all but two of its trustees were officers and/or directors 
of that institution. Spokesman-Review, Jan. 9, 1913, 

'‘®See Appendix B; Moody's Manual . . . , 1934, p. 110. 

Spokesman-Reviezv, Dec. 1 and 6, 1912. 
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which had been obtained in 1912 in Spokane and the Inland 
Empire would carry over into 1913. Their hopes were fulfilled 
to a degree at least since the officials of banks holding their 
annual meetings on January 13, 1914, reported that the business 
of their respective institutions had been satisfactory during the 
preceding year. Although bank clearings were about $6,000,000 
less than they had been in the preceding year, deposits were 
approximately that much greater than they had been for the 
same period.^^ 

The Old National Bank did a larger volume of business during 
1913 than it had done during 1912. The gain in total assets for the 
year amounted to slightly over a million dollars. There was a 
growth of approximately half this amount in its deposits. The 
increase in its loans and discounts, which was a little less than 
$90,000, was somewhat smaller than usual. The bank added a 
little more than $100,000 to its surplus in 1913.'^® 

The first significant changes®^ in the management of the Old 
National Bank since 1910 occurred at the annual meetings of 
stockholders and directors in January, 1914. The stockholders 
elected W. J. Kommers, vice-president of the Union Trust Com- 
pany and Savings Bank, to the board of directors, thereby increas- 
ing the membership of that body to seventeen. The directors ele- 
vated W. D. Vincent, who had served as cashier since 1895, to the 
position of vice-president and promoted J. A. Yeomans, who had 
been an assistant cashier since 1906,®^ to the post of cashier. 
These promotions, which were in recognition of the long and 
efficent service which these men had rendered to the bank,®^ 
were in accord with the policy of promoting members of the bank's 
own staff to higher positions which became vacant or to newly 

^ Ibid., Tan. 14, 1914; '*1927 Annual Statistical Report of the Spokane 
Chamber o! Commerce,” p. 5. 

See Appendix B. 

®®R, B. Porter, a railway contractor, had replaced T. E. Greenough, de- 
ceased, on the board of directors in 1911. 

See above, n. 4 in §IV, 

Vincent, who had aided in securing the charter of the Old National 
Bank and who had served it successively as bookkeeper, assistant cashier, and 
cashier, had assisted in the management of the institution almost since its 
beginning. In addition, he had served as manager of the Spokane Clearing 
House Association and as president of the Washin^on Bankers Association 
and was presently a member of the executive council of the American Bank- 
ers' Association and of two of that organization’s committees. Spokesman- 
Revieio, Jan. 14, 1914. 
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created posts which Twohy had established when he and his 
associates purchased the bauk/''^ Two clerks, George IL Green- 
wood, acting auditor, and Joseph W. Bradley, manager of the 
collections department, were named assistant cashiers. 

Meanwhile, even before the annual meetings of the national 
banks for 1914, there was much discussion and some activity in 
connection with the establishment of the Federal Reserve System 
in the Pacific Northwest. Financial papers on the coast were 
urging the cities of the area 'ho abandon their several fights 
to land the regional bank of the district' ' and suggesting that they 
combine to secure representation for the Pacific Northwest on 
the Federal Reserve Board, For this honor, W. 1). Vincent, of the 
Old National Bank, was one of the two men prominently men- 
tioned in the Pacific Banker by a writer who observed that both 
men were of the type "steadied by responsibility" and that either 
was ''big enough for the job."^^ At the annual meeting of the 
stockholders of the Old National Bank in 1914, their action in 
passing a resolution to join the Federal Reserve System no doubt 
strengthened Vincent's position as a potential candidate for appoint- 
ment to the post, although he had said, for publication at least, 
that he did not know that he would accept the honor even if Presi- 
dent Wilson should offer it®® 

The winters of an editorial in the Spokesman-Reznew of Janu- 
ary 11, 1914, entitled "Spokane the Most Convenient Central Point 
for Bank of Pacific Northwest" declared that the city's stra- 
tegic advantage" as the location for the Federal Reserve Thank 
of the proposed district of the Pacific Northwest stood out "strong 
and clear from every point of view." As 631 of the 1010 banks 
in the proposed district were east of the Cascades, Spokane was 
"numerically" the most convenient location for the banks of Wash- 
ington, Montana, Idaho, and Oregon. The banks, they insisted, 
should be considered first in their numerical relation to the 
central reserve bank and second in relation to their capital 
and surplus as the "fundamental purpose" of the banking and 
currency law was to afford quick aid to country banks in times 

Statement of W. J. Kommers, who was in charge of personnel at the 
Old National Bank from 1905 to 1929, in an interview on Dec. 30, 1949. 

^Spokesman-Review, Jan. 14, 1914. 

Quoted in the Spokesman-Review, Jan. 7, 1914. 

^Spokesman-Review, Jan. 7 and 14, 1914. 



1949 


The Old National Bank of Spokane 


119 


of a shortage of currency and to enable them to finance the move- 
ment of crops at certain seasons. A reserve bank at Spokane would 
not only be virtually at the ‘‘geographical railroad and banking 
center” but would also be at the center of the agricultural, mining, 
and lumbering resources of the district.^^ 

Apparently the “organization committee” for the selection of 
the federal reserve city was not particularly impressed by the 
advantages offered by Spokane, inasmuch as it did not comply 
with the request of a local committee to stop for a conference 
in the city. The fact that President Rutter of the Spokane Clearing 
House Association called a special meeting of that body to consider 
what further action to take in the matter of arranging a future 
meeting is indicative of the importance that Spokane's bankers 
attached to the question.®® 

Later in the month ninety-five representatives from ninety to 
ninety-three banks in group two (the northeast group) of the 
Washington Banker’s Association were present at a special meet- 
ing in the assembly room of the Old National Bank to discuss 
the new Federal Reserve law. At the time, the law automatically 
applied to only twenty-five banks in the group, and it would be 
necessary for thirty-three of the others to increase their capital in 
order to become members of the system. 

Vincent, vice-president of the Old National Bank, who “char- 
acterized the new law as ‘the biggest piece of legislation ever 
enacted,’ ” said that the “question of note issue under the new 
system ‘would revolutionize the banking business, centralizing the 
balances of the banks in each district, the federal reserve bank 
handling the notes at par.' ” Because the best paper would be that 
on commodities produced in the district, he said that the North- 
west would be better off “as the diversity is greater here than any- 
where else.” He stated that the “ ‘note issue' ” of the federal bank 
would be “ ‘in case of emergency only, and then more as reserve 
than as actual currency.'” He illustrated his point by reminding 
his hearers that, though Spokane banks had issued $1,400,CX)0 of 
“ ‘wooden money’ ” in the panic of 1907, only $1,000,000 of which 
had actually circulated, their capital and surplus “would entitle 
them to $3,500,000 in ‘rubber money' ” under the Federal Reserve 
System. 

11, 1914. 

^Ibid:, Jan. 14, 1914. 
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111 response to a question on ‘rural credits/ Vincent de- 
clared that when ihc fanner ^nt his business ‘on a biisitu^ss basis/ ’’ 
lie would get the ‘same credits as the business man.' " 

Vincent believed that the gold reserve of 35 per cent required 
against deposits would ultimately go into tlie vaults of the Federal 
Reserve Banks. The I'ederal Reserve Ihanks, he said, would regu- 
late the charges on drafts and checks.®^ 

• Early in 1914, the officers of the Old National Bank, who ex- 
pressed the belief that a bank should do more for a community 
than merely furnish a safe place for the deposit of funds and the 
cashing of checks, announced that they had arranged for the com- 
pilation and distribution of “a condensed l)ut comprehensive 
monthly Report on the Business Operations of the Country.'' These 
reports were available “without charge or ol)]igation’' to any busi- 
ness man requesting them “regardless of whether or not he was 
at the time a client of the Old National ?>ank,”^^^ 

During 1914, the banks of Spokane enjoyed a modest prosperity. 
Apparently, they did not feel any marked or sustained effect 
either from the slump in business which affected the nation as 
a whole or from the outbreak of World War L There was a 
temporary decline of loans and discounts in the area during the 
middle part of the year. At the end of the year, deposits were higher 
than they had been the year before, even though many farmers 
were holding wheat for higher prices. There were few changes in 
officers and directors of any of the various banks at their annual 
meetings in January and none at all at the Old National Bank.^^^ 

In Spokane and the Inland Empire, as elsewhere through- 
out the state and nation, business was ‘Tulecl by the war'' during 
1915. The pace of economic activity in Spokane and the Inland 
Empire increased rapidly, particularly during the last quarter of 
the year. The three basic industries on which the prosperity of the 
region was “rock-bottomed" — agriculture, mining, and lumbering 
— ^were increasingly prosperous. First, crops in 1915, as in the 
preceding year, produced “surpassing yields" and, to a certain 
extent, because of the greatly expanded European demand, brought 


Ibid., Jan. 23, 1914. 

^Ibid., Feb. 22, 1914. 
^Ibid., Jan. 6 and 13, 1915. 
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‘'capital prices.’'®^ Second, the mining industry experienced the most 
marked improvement in its history. Many new mines were opened 
or began to be prosperous, and old mines "continued or even en- 
hanced their prestige as makers of millionaires.” Third, even the 
lumbering industry was beginning to emerge from the "slough of 
depression and despondency.” Practically all of the mills that had 
been closed for the preceding two or three years had resumed 
business, and nearly all had enlarged their plants.®^ 

Bank deposits, of course, reflected the markedly accelerated 
tempo of economic activity in the region. Deposits in the thirteen 
Spokane banks, which showed a gain of more than four and 
one-half millions for the last quarter of the year, were more than 
three and one-half millions above the total at the end of the 
preceding year and were at the highest point in the history of the 
local banks. The largest of these institutions — the Old National 
Bank, the Spokane and Eastern Trust Company, the Exchange 
National Bank, and the Fidelity National Bank — showed marked 
gains over the preceding year, that of the Old National Bank, 
which amounted to a little more than one and three-quarters of a 
million, being the largest. The greater portion of this increase 
apparently came from money from wheat, although farmers were 
still holding much of their grain for higher prices, and from the 
products of the mines. The scarcity of "automatically liquidating 
loans” accounted in part not only for the big increase in deposits 
but also for the small decrease in loans and discounts.®® 

At their annual meeting on January 11, 1916, the shareholders 
of the Old National Bank made several changes in the personnel 
of the board of directors. They accepted the resignations of J. D. 

The one exception to this, insofar as the Inland Empire was concerned, 
was the inadequate arrangement for the proper marketing and distribution of 
apples. 

^^Spokesman-Review, Jan. 1, 7, and 8, 1916; Tenth Annual Report of the 
State Examiner , . . , Dec. 31, 1915, p. 5. 

^ Spokanc*s newest bank was the Security State Bank, which was organized 
in March, 1915. Spokesman-Review, Jan. 12, 1916. 

^ The Spokane and Eastern Trust Company, which had absorbed not only 
the Northwest Toan and Trust Company on Jan. 4, 1914, but also the Traders* 
National Bank, one of Sp 9 kane’s largest banks, on June 27, 1914, had become 
the second largest financial institution in Spokane. Moody^s Manual . . . , 
1929, p. 565. 

“ Doans and discounts for all of Spokane’s banks were over $400,000_ less 
than they had been at the end of the preceding year. Those of the Old National 
Bank alone were slightly over half a million dollars less than they had been. 
Spokesman-Review, Jan. 7, 1916. 
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Farrell, F. A. Blackwell, and Fred B. Grinnel, whose other business 
interests necessitated their retirement from the board of directors 
of the Old National Bank iii order to comply with the provisions 
of the Clayton Anti-Trust law dealing with interlocking director- 
ates.®^ They reelected the other fourteen members of the board. 
They elected, as new directors, D. C. Corbin (president of the 
Spokane International Railway and the Corbin Coke and Coal 
Company) and Edmund Twohy (a member of the legal firm of 
Wakefield and Witherspoon and the representative of the estate 
of his father, the late James C. Twohy, who had been a director 
and large shareholder in the Old National Bank). The board of 
directors, which now consisted of sixteen members, reelected the 
old officers of the bank.®® 

Because of the favorable economic developments generally 
during 191S and especially because of the sustained and ever- 
increasing economic activity during the last quarter of the year, 
there was reason to expect that 1916 would be a year of ^‘almost 
unprecedented prosperity’^ in the Inland Empire. W. D. Vincent, 
cashier of the Old National Bank, observed that the big deposits 
in Spokane’s banks denoted “financial strength and a healthy pros- 
perous condition of business.” Though he attributed the big deposits 
to the “triple entente” of wheat, metals, and lumber, he pointed out 
that the prevailing favorable economic situation was undoubtedly due 
in great measure to the Federal Reserve System, which had 
given people confidence in the banks and led them to deposit 
their money in these institutions rather than in “teapots, old socks 
and holes in the ground.” All that was needed, he concluded, was 
“some activity to put that great surplus wealth into profitable 
circulation.”®^ 

During the year it became apparent that further adjust- 
ments concerning quarters for the Union Trust and Savings 
Company and the Old National Bank had again become necessary. 
At a special meeting on August 31, 1916, the directors of the 
Union Trust and Savings Bank and the Fidelity National Bank 
ratified the action whereby the Fidelity National Bank acquired 
the Marble Bank Building from the Union Trust and Savings 

, ^Statutes at Large of the United States . . . , 1913-1915 (Washington; 
Government Printing Office^ 1915), Chap. 323, Sec. 8, p. 730 ff. 

^Spokesman-Review, Jan. 13, 1916. 

^ Ibid,, Jan. 1 and 7, 1916. 
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BankJ® The Fidelity National Bank secured a 'Tive-year lease, 
with an option to purchase for a price reported at $230, OCX)/' The 
lease was ''on the basis of 6 per cent per annum of the price stipu- 
lated in the option." 

After January 1, 1917, the Union Trust and Savings Bank 
and the Old National Bank were to have joint offices which would 
occupy the entire first floor of the Old National Bank Building. This 
arrangement, which, of course, necessitated considerable alterations, 
gave the Old National and Union Trust and Savings Company "a 
floor space 100 feet by 142 feet, not including the basement," 
believed to be "the largest banking area in this part of the country.” 
Bringing the two institutions together under one roof was advan- 
tageous from the standpoint of economy, and, according to D. W. 
Twohy, it created no managerial problem, inasmuch as the stock- 
holders of the two concerns were "almost identical” 

Twohy also pointed out that one of the "moving reasons” for 
the change was "to enable the two institutions to comply with the 
provisions of the Clayton Act, whereby a director of a national 
bank will also be authorized to act as a director of a trust com- 
pany.”^^ The two concerns retained their identities as separate 
corporations with their respective sets of officers and directors. 
Their combined resources amounted to approximately $25,000,000, 
those of the Old National being about $16,000,000, and those of 
the Union Trust $8,906,000.’’'^ 

At this time, business was flourishing in Spokane and the 
Inland Empire, as it was in the rest of the state, particularly in 
and around Seattle. Reports to the Comptroller of the Currency 
showed Spokane's bank deposits to be the highest in its history. 
The deposits of the Old National accounted for $14,065,985 of 
the total of $39,301,057. According to President Twohy of the 
Old National Bank and other Spokane bankers, the increased 
deposits resulted mainly from the sale of crops, much grain having 


The Union Trust and Savings Company had moved from the basement 
to the *‘upper floor” of the Marble Bank Building when the Old National 
Bank moved into the Old National Bank Building on Dec. 31, 1910. Spokes- 
man-Review^ Sept. 1, 1916. 

” The Statutes at Large of the United States . . . , 1913-1915 ^ Chap. 323, 
Sec. 8, p. 733. 

'^Spokesman-Review, Sept. 1, 1916. 
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been withheld from the market for two or three years, and ore. 
Both wholesale and retail sales were at a high leveL*^® 

The Old National Bank, as tisual, sought to obtain the largest 
possible share of the business. It recommended the use of its 
monthly “Trade Report,’’ which was free, upon request, as a good 
source of information as to “basic business and industrial condi- 
tions.” Both the Old National and the Union Trust apparently 
capitalized upon the agitation for woman’s suffrage in the cur- 
rent presidential campaign by making their service attractive to 
women and by specifically inviting their business. The Old National 
advertised itself as a place “Where Big and Little Business 
Meets” and welcomed the account of “any responsible business 
man, regardless of his financial structure.” On December 31, 
the Old National observed that 1916 had been an “epochal one 
in the history of the Old National,” and that the success which 
it had enjoyed not only reflected the prosperity of Spokane and the 
Inland Empire but also stood out as “an unqualified indorsement 
of the principles of safety and practical conservatism adhered 
to in the management of this bank.” It thanked its patrons and 
promised better service wherever possible in 1917.’'^ 

Meanwhile, on December 28, 1916, D. W. Twohy, who was 
president of both the Old National and Union Trust and Savings 
Bank, felt it necessary to deny implications in the headlines of the 
preceding evening’s Chronicle to the effect that the Old National 
would absorb the Union Trust. He said that the plans announced 
earlier had not been changed. The two institutions were to occupy 
joint quarters in the Old National Bank Building when the plans 
were completed, but the Union Trust would continue its “present 
sphere of activity.” That arrangement, officials hoped, would enable 
them “to serve the public better, if possible, than heretofore.”^® 
During the latter part of 1916 and the early part of 1917, of- 
ficials of the Old National Bank, as well as certain other bankers 
in Spokane, engaged actively in attempts to secure the location 
of a Federal Farm Loan Bank^® and a Branch of the Federal 

Ibid., Sept. 17, 1916; 'Tenth Annual Report of the State Bank Examiner 
, . . , p. 5. ^ 

Thus it seems that Spokane and the Inland Empire were beginning to feel 
the full impetus of war prosperity by the later part of 1916. Spokesman-Re- 
view. Oct. 1, Nov. 8 and 19, and Dec. 31, 1916. 

Spokesman-Review. 

^®This institution was designed to provide long-term credit which existing 
banks had been unable or unwilling to furnish for farmers. 
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Reserve Bank of the Twelfth District in Spokane. The existence of 
these institutions would not only increase Spokane's prestige as the 
financial center of the Inland Empire but would also facilitate its 
growth in that role and thereby increase its independence from other 
financial centers. 

When officials designated Spokane as the location for the 
Federal Farm Loan Bank, D. W. Twohy of the Old National 
observed that it was a ‘Tine thing for the city in establishing 
Spokane as the financial center of the Northwest’' and that Spo- 
kane was entitled to have the bank. He felt that the bank would 
mean much to both the city and the county if its officials were 
competent, if it were kept out of politics, and if it were “run along 
modern business lines." He felt that much depended upon the 
probable reaction of the farmers to the bank, particularly to its 
plan for amortizing loans. This feature was new to them, and 
they had apparently been accustomed to increasing the principal of a 
loan rather than amortizing it. Twohy felt that the presence of 
farmers on the farm-loan committee created a danger that farm 
land values would be inflated. This would, of course, greatly 
affect the value of the bank's bonds as investments, because their 
worth was determined by the appraisal of property on which 
loans were made, Twohy did not expect that the bank's advent 
would have much affect on existing interest rates on mortgages, 
which he believed to be low, that is, around 6 per cent.'^^ 

The location of a Federal Farm Loan Bank in Spokane 
doubtless strengthened Spokane's claim for the establishment of a 
branch of the Federal Reserve Bank of the Twelfth District 
in its borders,^^ Nevertheless, Spokane bankers — ^particularly the 
Old National's president, D. W. Twohy, who was head of the 
delegation which went to San Francisco to secure the Branch, 
and the vice-president, W, D. Vincent, who was also president 
of the Spokane Clearing Flouse Association — found it necessary 
to campaign aggressively for the branch. 

Vincent emphasized that the “natural movement" of business 
in the Northwest was east and west and that Spokane was the 
“gateway from the east to all the other northwestern cities." As 

Spokesman-RevieWj Dec, 28, 1916. 

™ It seems that when some sentiment for transferring Washington from the 
San Francisco district to the Minneapolis district developed, &e San Fran- 
cisco district began actively to investigate the possibility of establishing branch- 
es in the area. Ibid., Feb. 24, 1917. 
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president of the Clearing House Asociation, he promised that if a 
branch would be established in Spokane, all state banks in the city 
would themselves become members of the Federal Reserve System 
and would influence state banks in the surrounding area to do like- 
wise. He said that the Clearing House would employ the branch 
bank to make the regular examinations of its own members which 
were now made by the Clearing House Examiner. He agreed, too, 
that it would use the branch bank to collect checks so far as 
it was feasible and that it would make the settlement of clearing 
house balances through the branch bank. He said that the branch 
bank would receive free membership in the Clearing House 
Association. 

In commenting upon the location of the branch of the Federal 
Reserve Bank of the Twelfth District in Spokane, D. W. Twohy 
pointed out that it emphasized the city’s importance as a financial 
center and predicted that it would be of 'Tar-reaching importance 
to the Inland Empire,” He continued: 

It means that the gold reserve of the federal reserve system will be made 
immediately available to the country banks in this large producing district, and 
in the marketing of our grain, fruit, livestock, lumber, minerals and other 
products, and insures the banks within the system from fear of failure 
or panic. 

With an eye to the future he observed: 

Since the passage of the federal reserve bank law and the establishment 
of the S 3 ^tem there has not been great need of its facilities, because the whole 
country has had a surplus of money, but when the time comes that money 
is not so plentiful, and partuclarly in time of strain, it should be a very 
comfortable feeling on the part of the bankers throughout this producing 
district to know that we have right at home a reserve reservoir equipped 
with ail the power and machinery of re-discounting paper and issuing bank 
notes for its members, in this way keeping commerce of the country moving 
and relieving the banks of the necessity of calling in loans at a time when it 
would embarrass their borrowers to make payment ” 

Meanwhile, as the new year dawned, the writer of an editorial 
in the Spokesman-Review of January 1, 1917, expressed the belief 
that 1917 would be “another year of happiness and prosperity.” 
With a gain of 40 per cent in production in the lumbering in- 
dustry, with an increase in mining dividends, with the gardens and 
orchards producing the greatest yields in their history, and with 
workers having more jobs available to them than ever before, 
it was not surprising that banking in Spokane, the financial center 


Feb. 24 and April 29, 1917. 
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of the highly productive area of the Inland Empire, should have 
shown a growth of 32 per cent over the preceding year. Best 
of all, ''wherever you look and at whatever you look, you can 
see and discover nothing but healthy growth and trustworthy 
tokens of continuing growth and increasing prosperity.’' In con- 
clusion, the editorial writer observed that with such a record of 
achievement as Spokane had made in 1916, it had "only to keep 
on driving ahead with the same pluck, the same intelligence, the 
same energy, the same aspirations for civic betterment” and it 
would be another happy year in 1917. 

The shareholders of the Old National Bank, which, as usual, 
was sharing largely in Spokane’s prosperity,®® made significant 
changes in the institution’s directorate at the annual meeting in the 
early part of January. Eevi Ankeny, whose election to the board 
early in 1903 in effect had completed the formation of the first 
board of directors after the purchase of the bank by the Twohys and 
their associates, retired. James C. Cunningham, A. L. Flewelling, R. 
B. Paterson, and Frank T. McCullough, all members of the board of 
directors of the Union Trust and Savings Bank, became new 
members of the board of directors of the Old National Bank. 
The Old National Bank’s directorate now consisted of nineteen 
members and was identical with that of the Union Bank and Trust 
Company.®^ 

Because required readjustments on the first floor of the Old 
National Bank had not been completed by January 1, 1917, the 
Old National Bank and Union Trust and Savings Company had 
had to postpone their joint occupancy of business quarters tem- 

comparison of the growth of the city^s population and of the Old 
National Bank’s deposits during the first twenty-five years of its history re- 
veals that, whereas the former had increased 522 per cent, or from 23,000 to 
120,000, the latter had increased 16,000 per cent and stood at $16,000,000. 
Spokesman-Review, Feb. 4, 1917. 

^ Eight of this board of nineteen directors — T. J. Humbird, D. C. Corbin, 
Jay P. Graves, John D. Porter, W. J. Kommers, J. P. McGoldrick, W. J. C. 
Wakefield, and D. W. Twohy— had previously been serving as directors of 
both the Old National and the Union Trust Seven of the board— August 
Paulsen, P. Welch, John Twohy, L. W. Hutton, Thos. F. Wren, W. D. Wn- 
cent, and E. P. Twohy— had already been serving as directors of the Old 
National. The remaining four on the board — Frank T. McCullough, A. u 
Flewelling, R. B. Paterson, and James C. Cunningham— had been directors 
of &e Union Trust and Savings Bank. Moreover, nine of the joint directors 
were shareholders in the Union Securities Company— two of this number, 
D. W. Twohy and T. J. Humbird, being officials of the concern. Spokesman- 
Review^ Jan. 10 and 14, 1917. 
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porarily. In the interim, however, the Union Trust and Savings 
Company had occupied temporary quarters on the eighth floor of 
the Old National Bank Building and hence the two closely affiliated 
institutions were at last tinder one roof.®® 


The Old National Bank celebrated its twenty-fifth anniversary 
on January 25, 1917, in a ^^cheerful mood.^’ In commemoration of 
this anniversary, W. D. Vincent, vice-president, who had assisted 
with the organization of the bank and who was the only official 
who had been with it during its entire twenty- five years, was host 
at an elaborate banquet for members of the Fellowship Club, 
officers, and directors, ninety in all, at the Davenport Hotel. The 
Old National Glee Club provided entertainment. Vincent served 
as toastmaster and reminiscences were in order.®® 


In its advertising at this time the Old National Bank made 
much of the theme of its twenty-five years of service in Spokane. 
It had been identified with Inland Empire progress for a quarter 
of a century , ' had kept pace with the community's growth, and 
had ‘Conscientiously lived up to its policies of safety and conserva- 
tism during that period." It graphically compared the growth of its 
deposits with the growth of Spokane's population as follows : 


Population 

Year 

23,000 . . 

. 1892 

29,000 . . 

. 1897 

40,000 . . 

. 1902 

80,000 . . 

. . 1907 

104,000 . . 

. 1912 

120,000 . . 

. 1917 


Deposits 

$ 100,000 
500.000 
1.000,000 
6 , 000,000 
8,700,000 
16,000,000“ 


By February 4, 1917, officials of the Old National Bank had 
increased its capital from $1,000,000 to $1,200,000 and those of the 

<R9nnnnn Company had reduced its capital from $500,000 to 
WOOO. Because the Old National Bank subsequently carried on 
oth commercial and savmgs banking, because the Union Trust 
Company conducted financial business of every type except com- 
mercial banking, and because “Savings Bank” was no longer part 
0 1 s title. It seems clear that the joint directors had effected a 


^Ibid., Feb. 4, 1917. 

“Ihid., Jan. 23 and 29, 1917. 

“ Ibid., Jan. 26 and Feb. 4, 1917. 
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reorganization of the two institutions which sharply differentiated 
their functions.®^ 

At about this time the Old National Bank and the Union Trust 
Company were effectively advertising their ''Complete Financial 
Service’^ with the Old National stressing "Constructive Banking'’ 
and the Union Trust "Comprehensive Service." The Old National 
claimed that commercial and savings banking as represented by its 
business was "broad in scope and helpful in any number of per- 
sonal ways." The Union Trust Company pointed out that its ac- 
tivities included "every phase of financial business outside the realm 
of banking ftself." The combined resources of the two institutions 
amounted to $25,000,000.®® 

With the. entrance of the United States into World War I, the 
Old National and Union Trust, like banks and banking houses 
throughout the country, offered their services, without profit to 
themselves, to the United States Government for the distribution 
of War Loan Bonds to investors. They were entering subscriptions 
for these bonds by April 15 N 

Late in the spring of 1917, the Old National Bank introduced 
a "New Statement System." After thorough investigation of the 
Burroughs’ bookkeeping machines, officials installed ten of the 
"latest electrically driven type, for posting depositors’ monthly 
statements." Beginning on May 1, statements were to be "machine 
made." This type of statement made possible greater neatness and 
"absolute accuracy." In addition to showing the usual listing of 
deposits and checks, it also showed daily balances, "a distinctly 
advantageous feature."®® 

At last, on June 10, 1917, the Old National Bank and "its 
affiliated Union Trust Company" were able to announce that, in 


^ Ibid.j See Appendix C. It seems likely that the officials of the Old 
National Bank and Union Trust and Savings Bank carried out their plans 
for the reorganization of the two institutions in anticipation- of the passing 
by the state legislature of “a law relating to Banks and Trust Companies'' 
early in March, Session Laws of the State of Washington, 15th Sess., 1917, 
Chap. 80, pp. 271-308. 

^Spokesman-Review, Feb. 14 and 28 and April 15, 1917. 

^’^Ihid., April 15, 1917. The bankers of Washington rendered such en- 
thusiastic and efficient service in the distribution of War Loan Bonds that 
the State Bank Examiner specifically commended them. The Old National 
and Union Trust were among the group of larger banking institutions that 
provided special facilities for this work. Twelfth Annual Report of the State 
Bank B^afniner . . . , 191S, p. 6, 

^Spokesman-Review, April 29, 1917. 
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their "'commodious new quarters on the ground floor of the Old 
National Bank Building,” they were in a position to offer the 
people of Spokane and the Inland Empire "a complete financial 
service under one roof.” They could care for "all the financial 
needs of life . , . ranging from the smallest savings accounts to 
the commercial banking interests of the business man and the 
final administration of the larger estate.”®® 

During 1917, the Inland Empire, which had begun to fee! 
the full impact of the war boom in 1916, continued to enjoy a high 
level of economic activity, which the entry of the United States 
into World War I probably accelerated somewhat. Despite de- 
creases in deposits caused by the purchase of Liberty Bonds by 
their depositors, deposits in Spokane^s banks were more than two 
million dollars higher than they had been at the end of the pre- 
ceding year. Their loans and discounts showed a gain of slightly 
more than three million dollars. The deposits of the Old National 
Bank alone grew a little more than two million dollars, and its 
loans and discounts increased almost one and three-fourths million 
dollars.®® 

There was increased business activity in Washington in 1918. 
On the whole, the banks of the state, particularly those on the West 
Coast and in the central section, had a very prosperous year. De- 
posits in both state and national banks grew steadily despite big 
purchases of Liberty Bonds and War Savings Stamps. Had it not 
been for the prevailingly high prices for agricultural products, how- 
ever, banks east of the Cascades would have had a "severe set 
back,” as this section produced only about 50 per cent of a normal 
crop of wheat. As it was, it appears that bankers would have "to 
carry a larger portion of their borrowing customers over into next 
season than they have had to do in recent years.”®’- 

Apparently, Spokane’s banks experienced a noticeable slump 
during the course of the year, as there were decreases in both their 
deposits and loans and discounts. Toward the very end of the year, 
however, conditions showed some improvement, as eleven of the 
city’s thirteen banks showed gains in deposits, those in the four 
larger banks being substantial. W. D. Vincent, vice-president of the 

^ Ibid,, Jan. 8, 1918. 

Twelfth Annual Report of the State Bank Examiner .... 1918 pp S 
and 6. 
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Old National Bank, expressed the view that the ''pendulum in 
business conditions” was swinging the other way and that "general 
conditions and enthusiasm” were "pushing us up the other way.”®^ 

Because 1919 was a prosperous year generally throughout the 
state of Washington, the resources of the bank and trust com- 
panies increased to "an unprecedented degree,” having reached 
and passed the half-billion mark for the first time in the state’s 
history. There was a gain of "approximately 25 per cent” in bank 
deposits, an increase of almost three times that reported for 1918. 
For the most part, these funds were invested in liquid assets. 
Besides, many bankers also converted non-liquid assets into liquid 
assets.®^ 

The Old National Bank, which had had a decline of about 
one and three-quarter millions in deposits and about a million in 
loans and discounts in 1918 despite the fact that its total assets 
had shown a slight increase, was somewhat more prosperous in 
1919 than it had been in the preceding year. There was a substantial 
increase in its total assets. Although its deposits increased markedly, 
however, its loans and discounts continued to decrease.®^ The Old 
National Bank, with its payment of $200,600 in interest to a re- 
ported 17,000 savings depositors, led the banks of Spokane in their 
distribution of a total of $350,000 in interest paid to 40,000 savings 
depositors. President Twohy of the Old National Bank, in alluding 
to the publicity given to the payment of extra dividends to 
stockholders and to the distribution of bonuses among employees, 
said that the fact that the banks were paying out more in savings 
interest than in dividends and bonuses was significant. The 
officials of the Old National Bank itself, incidentally, had paid 
its annual 10 per cent dividend, $120,000, and had divided a bonus 
of $30,000 among its employees.®® 

(Continued in the next issue, p. 135) 


Spokesman^Reviezv, Jan. 7, 1919. 

Thirteenth Annual Report of the Bank Commissioner of the State of 
Washington, 1919, pp, 5 and 6. 

See Appendix B. 

®®At about this time, the Union Trust Company, affiliated with the Old 
National Bank, called attention in its advertising to the “all too common tend- 
ency now a days to invest money on dangerous hearsay’* and offered the serv- 
ices of its bond department to assist customers in selecting securities of 
“proven merit.** Spokesman-Review, Jan. 3 and 7, 1920. 



A COMMENT OF SHAW ON THE ATOMIC BOMB^ 

Paul P. Kies 

Professor of English 

On a sheet of paper now belonging to the present writer, the 
following question was submitted to George Bernard Shaw, the 
identity of the person or organization that made the request not be- 
ing indicated on the manuscript : 

Should atomic power be as suddenly used for industrial constructive construc- 
tive [sic] purposes as it has been for destruction do you fear that the 
enormous displacement of labour that would ensue would result in even more 
suifering to the proletarian population, than the industrial revolution of 180 
years ago caused? 

The famous dramatist wrote his answer in script with red ink 
on the same sheet : 

I cannot place any limit to political stupidity. The first enemy 
to he destroyed by the atomic bomb may be the tsetse fly or the 
anopheles mosquito [just before “tsetse fly,’^ a word — evidently a 
misspelling of “tsetse” — is deleted by being heavily inked over]. 
That would make the earth much more habitable than it is at present. 

Shaw's statement is very effectively expressed, especially the first 
sentence, which is in his characteristic satirical manner. One should 
observe, however, that he did not really answer the question asked. 
He did not say whether he feared that the sudden use of atomic 
power for constructive purposes would cause serious unemployment, 
but merely that, if it were not for political bungling, “the atomic 
bomb” (he probably meant atomic power) could be used to benefit — 
instead of to harm — mankind. Evidently he did not read the ques- 
tion carefully enough to notice the specific phase intended, or was 
more interested in directing a clever thrust at political authorities 
than in replying to the actual question submitted to him. 

"Published December 28, 1951. 
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THE OLD NATIONAL BANK OF SPOKANE: 

The Pioneer ‘'Big Bank'* of Spokane and the Inland Empire"^ 

Claude A. Campbell 
Associate Professor of Economics 

Part B 

V. A Metropolitan Bank — with Twohy as Chairman of the Board 

(1920-1929). 

The first general reorganization in the management of the Old 
National Bank since 1917 occurred early in 1920.^ At their annual 
meeting on January 13, 1920, the stockholders effected a noteworthy 
change in their organization, which also involved the Union Trust 
Company and the Union Securities Company, an affiliated insti- 
tution,^ by creating a new position, chairman of the board of 
directors. In the opinion of the stockholders, the rapidly growing 
business of all three institutions® necessitated a greater division of 
executive responsibilities. This plan relieved the newly created 
chairman of the board of administrative detail and enabled him to 
devote full time to the formulation of policies. The creation of 
this new post was “in line with the most approved metropolitan 
banking practice,'" In the main, the Old NationaFs arrangement 
followed the plan of the Chase National Bank of New York. 

D. W. Twohy — who had served as president of the Old National 

^ Published March 20, 19S2. 

* There had been a few minor changes during 1918 and 1919. In 1918, E. P. 
Randall had become an assistant cashier. At the very beginning of 1919, James 
C. Wakefield, who had helped organize the Union Trust Company and had 
since served as its vice-president and general manager, had resigned that 
position but had retained his post as a joint director of the Old National Bank 
and Union Trust Company. At this annual meeting in January, 1919, the dir- 
ectors of the Old National Bank and Union Trust Company had elected 
George Tatsch as assistant cashier of the Old National Bank and George L. 
Kimmel as assistant secretary of the Union Trust Company. Spokesman'- 
Review, Jan. 3, 1918 and Jan. 15, 1919. 

® According to Twohy, the Old National held an interest in and directed 
the management of twenty-two banks in the “Spokane Country/’ Spokesman-- 
Review, Jan, 14, 1920. 

* At this time, the combined capital and surplus of the Old National Bank, 
the Union Trust Company, and the Union Securities Company amounted to 
$3,000,000, and their combined resources were $48,200,000. Spokesman-Review, 
Jan. 14, 1920. 
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Bank since 1902 and of the Union Trust Company and the Union 
Securities Company since the dates of their organization in 1907 
and 1909, respectively— now became chairman of the boards of all 
three institutions. His duties and responsibilities became larger 
under the new plan. His release from attention to detail would 
enable him to ‘Mevote himself to the functions of efficiency and 
coordination within institutions and to closer relations with cus- 
tomers, patrons and the public generally.” 

The elevation of Twohy to the office of chairman of the Board 
made possible the ^Veil-deserved promotion” of several of the 
important officers of the Old National, the Union Trust, and 
the Union Securities Company. The vice-president of each bank 
W. D. Vincent of the Old National, W. J. Kommers of the Union 
Trust, and J. K. McCornack of the Union Securities Company— 
became president of his institution. J. A. Yeomans, formerly 
cashier, became vice-president of the ‘‘Big Bank” and George H. 
Greenwood, formerly an assistant cashier, became cashier of it. 
Frank C. Paine, formerly secretary of the Union Trust Company, 
became one of its vice-presidents. According to Twohy, these 
changes enabled these men to “attain their ultimate ambitions 
and assume larger responsibilities in the institutions while still in 
their prime.” 

Twohy called attention to the fact that the officers who enjoyed 
promotion under the plan were veterans in the service of the Old 
NationaFs group of institutions, all having been employed from 
ten to twenty-five years. He said that these concerns trained their 
own men for important executive positions and that they had not 
taken any officers from the outside since the present owners ac- 
quired control of the Old National. 

The stockholders made only one change in the joint board of 
directors of the Old National and the Union Trust at their annual 
meeting in 1920. They elected J. K. McCornack to succeed James 
C. Cunningham, who was going to Walla Walla as head of the 
Union Trust Company of that city.** 

Later in 1920, the Old National Bank and Union Trust Com- 
pany arranged with the Equitable Life Assurance Society for a 
group-insurance policy covering the entire staff of 130 officers and 
employees. Medical examinations were not necessary. One had to 


*IUd, 
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be in the employ of one or the other of these institutions before 
being eligible for benefits. Officers and employees were on an 
equal basis, with a maximum benefit of $3,000. Those having 
dependents shared in the benefits to a larger degree than did those 
without, '‘thus encouraging the making of a home and bringing 
up a family.” The institutions bore the cost of the program. Accord- 
ing to Twohy, the officials had reached the conclusion that the 
"hazard of the loss of the bread winner of the family should be 
systematically covered in a scientific manner.”® 

The year 1920 brought increased business and prosperity to 
the Old National Bank. Its total assets increased by about two 
million and its deposits by almost one million. Much more striking, 
however, was the fact that there was an increase of nearly six 
and one-half million in its loans and discounts. Meanwhile, in 
contrast, the shrinkage of deposits in the United States as a 
whole and in Washington state showed a tendency toward de- 
flation and contraction, the peak of high prices having passed.® 
Despite the continued prosperity of their own institution, the 
officials of the Old National Bank were aware that 1920 had 
brought new and perplexing problems and that readjustments from 
the abnormal level of the war had come more swiftly than the 
leaders in business and industry had expected. They pointed out 
that the reaction from high prices was "inevitable” and suggested 
that, because the current strain was swift and sharp, it would 
therefore be over the more quickly. They urged people to put losses 
and apprehensions behind them with the old year and go forward 
into the new year with optimism as the "country is fundamentally 
sound and the future is full of promise.” The world would still 
use our wheat, lumber, livestock, minerals, they said, and confidence, 
thrift, and industry would bring a "more lasting prosperity.”^ 

The response of the member banks to the call of the Federal 
Reserve Board for a report early in January of 1921, which G. H. 
Greenwood, cashier of the Old National Bank, said reflected "pretty 
accurately” the "general conditions” at the time, showed that cash 
reserves in Spokane's banks were heavy, that their deposits had 
fallen, as was usual for the time of year, and that loans were be- 

nUd., Oct. 10. 1920. 

®See Appendix B; Fourteenth Annual Report of State Commissioner , 
1920, p. 5. 

'^Spokesman-Review, Jan. 2, 1921. 



138 Research Studies, State Colege of Washington Vol. XVII 

ginning to decline, a '‘healthy sign” that showed that liquidation 
was beginning to take place. It was significant that, though deposits 
in Spokane’s banks had declined about $11,000,000 during the 
year, loans had decreased to a much smaller degree ; in other words, 
the banks had been "taking care of their customers without calling 
their loans.” Though Greenwood expected deposits to shrink further 
toward spring as a matter of course, he hoped that farmers could 
now begin to sell their wheat and liquidate their loans, thereby 
counteracting to some extent the anticipated further shrinkage in 
deposits.® 

The year 1921 "brought but little joy to the banker, the busi- 
ness man or agriculturist” unless he found pleasure in "undertaking 
a difficult proposition and wrestling with heavy odds.” Many 
people had failed; some were still strong; and some, who had pre- 
pared for lean years during the days of plenty, were securely 
established. As 1921 drew to a close, there were signs that the 
difficult period of immediate postwar readjustment was nearing 
an end, although there were still some obstacles to overcome.® 

The total assets of the Old National Bank shrank slightly more 
than $2,000,000 during 1921. Inasmuch as deposits increased sub- 
stantially and the surplus also grew over $100,000, however, the 
loss apparently came from the decrease in loans and discounts, 
which were almost $3,000,000 less than they had been at the end 
of the preceding year. Thus the bank had improved its position 
and was well prepared for an expansion of its activities.^® 

In January 1922, D. W. Twohy, chairman of the boards 
of directors of the Old National Bank, the Union Trust Company, 
and the Union Securities Company, observed that results for the 
preceding year had been "reasonably satisfactory.” President Vin- 
cent of the Old National, along with some other bankers of Spokane, 
was analyzing bank statements optimistically. Banking conditions 
were nearly normal. The Old National was one of six Spokane 
banks whose deposits were greater than they had been the year 
before.^^ 

^ Ibid,, Jan. 6, 1921. 

^Fifteenth Annual Report of the Supervisor of Banking of the State of 
Washington, 1921, p, 5. 

^ Spokesman^Review, Jan. 3, 1923; see Appendix B. 

“ The combined resources of the Old National and the Union Trust, how- 
ever, had decreased from approximately $25,000,000 in 1920 to $22,198,120 by 
December 31, 1921. Spokesman-Review, Jan. 8, 1922, 
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In its advertising at this time, the Old National emphasized 
the fact that business was "'coming back.” It called attention to the 
importance of a "dependable, helpful banking connection” as better 
times came. "The merchant, manufacturer, lumberman, contractor, 
farmer or miner who has established relationship with the Old 
National Bank,” it pointed out, "finds not only complete facilities, 
trained organization and thorough familiarity with the business 
needs in the Spokane country, but finds also careful consideration 
of his plans and the spirit of cordial cooperation in his interests.” 
This bank's policy was to "work with as well as /or” its customers. 

The most important action at the meeting of the stockholders 
of the Old National Bank and Union Trust Company was the 
election of L. M. Davenport, president of the Davenport Hotel 
Company, to succeed A. h. Flewelling (who had asked to be re- 
lieved because of his removal to California) as a member of the 
respective boards of directors of the Old National Bank, the Union 
Trust Company, and the Union Securities Company. Twohy said 
that Davenport had been a client almost from the time of the bank's 
organization and that the stockholders were glad to have him as 
a director. There were no changes among the officers of any 
of the institutions.^* 

At meetings on January 22, the boards of directors of the 
Old National Bank and Union Trust Company approved plans 
for "the extension of the banking and trust quarters, including 
installation of safe-deposit vaults in the basement and the erection 
of a mezzanine floor around four sides of the present bank 
quarters” at an estimated cost of $150,000.^® Thus, for the third 
time within twelve years, the growth of business and the resulting 
demand for facilities had made it imperative for the Old National 
and Union Trust to increase their facilities substantially. 

Bids were already being received and the contract for con- 
struction was to be awarded at an early date. The task was to be 
completed by fall. W. D. Vincent, president of the Old National, 
W. J. Kommers, president of the Union Trust, and Frank T. Mc- 
Cullough, a member of the boards of directors, made up the 


Jan. 1, 8, and 17, 1922. 

The architects had advised officials, who had had the plan for expansion 
under consideration for some time, that this was the “opportune time for 
construction, as costs were 30 per cent less than they had been a year eariier 
and that there appeared to be no likelihood that they would decrease further* 
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special committee charged with the supervision of the work. 
Kommers, who had served in the same capacity when the Old 
National Bank Building was erected in 1910, was to have immediate 
direction of the project. 

The proposed extension would give the Old National and 
Union Trust three floors, with an increase of from 21,915 to 
33,757 square feet in floor space, a gain of over 50 per cent. 
The largest and costliest single item would be the installation of the 
new safe-deposit department The plans called for a vault that 
would ‘‘represent the last word in such construction, not only from 
the standpoint of safety and security, but in the way of convenience 
and comfort for the box holders.” Because the measurements 
were to be twenty-five by thirty-seven feet, it would be “consider- 
ably the largest in the Pacific Northwest.” It had a potential cap- 
acity of 15,000 boxes, with 3,500 of various types to be installed at 
this time.^^ 

Besides the usual private safe-deposit booths, of which 15 
were to be installed immediately, there were to be numerous con- 
ference rooms. These rooms, “a new feature,” were to serve for 
stockholders' meetings, for meetings of civic, fraternal, and re- 
ligious organizations, for conferences of lawyers and clients, and 
for gatherings of other groups. One, incidentally, was to be ex- 
clusively for the use of women. In addition, the mezzanine was 
to have comfortable lounging quarters, writing desks, telephones, 
and “other little refinements” for the convenience of the public. 

The completion of this extensive program of remodeling and 
expansion would make the Old Nationars banking quarters “as 
conceived by the architects when the building was built.” The or- 
ganization would be “rounded out” and prepared to offer to the 
public a complete service for banking, trusts, investments, and safe 
deposit under one roof.^® 

Apparently the Old National Bank and Union Trust Com- 
pany themselves had not suffered greatly during and as a result 
of the depression of 1921.^® Although the Old National was not 
primarily a farmers' bank, however, the fact of its location in the 

meet the demand for **popular-sized boxes,” 3,000 of the first ones 
installed were to be of this type. According to Twohy, the growth of the 
*'safe deposit business** in the city was one of the impelling reasons for the 
expansion of the bank*s facilities at this time. 

'^'^Spokesman-Review, Jan. 22, 1922. 

^ See Appendix B. 
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eastern section of Washington, where the effects of the depression 
were greater and more widespread than in the western section, 
and the fact that it controlled the Union Securities Company, 
which consisted largely of country banks in eastern Washington, 
meant that it was necessarily affected to some extent by it. The 
Old National and Union Trust were very probably among the 
financial institutions which the state supervisor of banking com- 
mended for their cooperation and assistance to him in forwarding 
the liquidation of failed banks in the least injurious way possible 
and for the manner in which they had supported the agricultural 
bankers “both with money and constructive service/'^^ 

There was a continuation of the process of deflation during 
the first part of the year, which, on the whole, was a “trying and 
strenuous’’ year in which bankers had to continue to absorb losses, 
as they had done in 1921. Before the end of the year, bankers had 
put their losses behind them by charging them off their books. 
Generally, they had taken such a conservative view of these assets 
that there was every reason to believe that, with a continuance of 
prosperous conditions on the Coast and with improved agricultural 
conditions east of the Cascades, they would ultimately make no 
small recovery from the assets which they had taken into the 
loss account.^^ 

As Spokane’s bankers, who had been perhaps more fortun- 
ate than many others, reviewed their records for 1922 at the 
close of the year, they were “jubilant.” Deposits had increased 
a total of $1,250,000 in eleven of the fourteen banks of the city. 
The loans and discounts of the banks, which were $5,500,000 
higher than they had been at the end of the preceding year, were 
indicative not only of increased business, but also of the ability and 
willingness of the Spokane bankers to handle it. Vincent, president 
of the Old National Bank, said that the bank statements reflected 
the “highly satisfactory condition of the Spokane banks” and 
declared they were in good condition to start the new year, which 
promised to be a prosperous one. The lumber and mining in- 
dustries were in good condition and getting better. The livestock 
business was “approaching normal,” and abundant moisture in- 
dicated that crops would be good.^^ 

Sixteenth Annual Report of the Supervisor of Banking . . . , 1922, p. 4. 

“J&R, p. 3. 

^Spokesman-Review, Jan. 3, 1923. 
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The upturn which had begun near the middle of 1922 gained 
some momentum for the state as a whole in 1923. Although there 
had been no ''striking changes'' in business conditions during the 
year, morale among business men, who viewed the future with 
uncertainty rather than discouragement, had improved somewhat. 
Bankers generally had continued to make the readjustments nec- 
essitated by "the deflation" and thereby had improved the posi- 
tions of their respective institutions. Both commercial and sav- 
ings deposits had increased materially. 

Inasmuch as there was a tremendous carry-over of farm and 
horticultural products, there necessarily were some borrowings 
on the part of banks in the farming districts of eastern Washing- 
ton, although such borrowings for the state as a whole were smaller 
than at any other time since the close of the year in which the 
United States entered World War I. The depressed prices for 
agricultural and horticultural products aggravated this situation.^*^ 

Because of its location in the eastern part of the state, where 
the effect of the depressed condition in agriculture was most widely 
felt and because of its close relationship with a large number of 
country banks, the Old National Bank was somewhat affected by 
the continued agricultural depression. Nevertheless, reports to its 
stockholders at their annual meeting early in January of 1924 
showed that the institution had had a "satisfactory year." Total as- 
sets had increased by about $ 900 , 000 . Surplus, undivided profits, and 
reserves, however, were $ 125,000 less than they had been in 1922 . 
Increases in loans and discounts and in deposits were not quite as 
large as they had been in the preceding year. In their advertising 
at this time, the officials of the Old National Bank called at- 
tention to how "fairly and equitably" it had operated during the 
year by pointing out that savings depositors had received in interest 
almost two and one-half times the total amount of dividends re- 
ceived by the owners of the bank. They felt that the "loyalty, good- 
will and growing patronage" which the bank enjoyed were "at- 
tributable to fairness to depositors, borrowers, shareholders, and 
all who deal with it."®^ 

The remainder of the decade of the twenties was a period of 
outstanding activity and of a very considerable measure of prosperity 

^Seventeenth Annual Report of the Supervisor of Banking . . . , 1923, 
pp. 3-4 and 14. 

^Spokesman-Review, Jan. 1 and 9, 1924, Also, see Appendix B. 
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for both the Old National Bank and Union Trust Company. Their 
respective officials were aggressive and efficient in their efforts to 
secure an ever-increasing share of the business of Spokane and 
tlie Inland Empire. In their advertising, they made much of their 
complete banking service “Under One Roof/' their conservative 
banking practices, and the “steady progress" of their institu- 
tion throughout its many years of “co-operation with Spokane 
and the ‘Inland Empire.' " This service included “ample re- 
sources and modern facilities" for all requirements of commercial 
banking, up-to-date safe-deposit vaults and provision for handling 
collections, escrows, exchange, and money orders. They also stressed 
the fact that the Old National paid compound interest on savings 
accounts and also issued interest-bearing certificates of deposit. 
It would make loans secured by first mortgages, on “income 
producing farms and modern Spokane residence properties." The 
Union Trust Company was prepared to act “in all trust capacities." 
It would assume complete management of property used for busi- 
ness or residential purposes.^^ 

Along with their policy of making the public aware of their bank- 
ing policies and practices, those in charge of the Old National Bank 
continued their custom of employing new techniques and methods 
for improving their services to their clients. Early in 1925, for 
example, the managers of the Old National Bank completed ar- 
rangements for a $5,000,000 registered-mail policy with “blanket 
coverage insuring all shipments of the bank for a period of one 
year." This policy, believed to be the largest of its kind ever issued 
in Spokane, was a “recent departure" in registered-mail insurance 
because of its broader coverage and its freedom from detail. 
For example, also, early in 1929, the Old National Bank and Union 
Trust Company advertised that it maintained a “special depart- 
ment" where “women patrons" might obtain information about 
“our services and also business and financial counsel, ' including 
investing and budgeting."®® 

The publicity department of the Old National Bank and Union 
Trust Company maintained extensive mailing lists and sent out in- 

By the spring of 1929, the Old National Bank and Union Trust Company 
also advertised that it would make commercial loans to “corporations, firms, 
and individuals.” “Bank Statements” of the Old National Bank and Union 
Trust Company. 

^ Spokesman-Review, Jdxi. 6, 1925 ; “Bank Statements” of the Old National 
Bank and Union Trust Company. 
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formation concerning the services of the institution’s various de- 
partments— for example, savings, bonds, investments, trusts and 
estates, and insurance and surety bonds. It distributed statements 
of the condition of the Bank and Trust Company published at the 
Comptroller’s call. It also called attention to its monthly “General 
Tetter on Trade Conditions and a Business Forecast,” which was 
available free, upon request. In addition, it supplied “The Com- 
mercial Digest,” which was supplemental to the “General Letter,” 
to selected clients for their “own confidential use and not for 
publication.” Although most or all of this material had been avail- 
able for several years, officials apparently made vigorous efforts 
to widen its circulation and effectiveness at this time. Of particular 
interest from the standpoint of educating the general public on the 
business of banking was a series of advertisements in the latter part 
of 1924 which presented certain problems involved in the man- 
agement and operation of a bank, and another series in the summer 
of 1925, in which some of the members of the bank’s board of 
directors discussed various aspects of the general question of 
“Greater Safeguards Around the People’s Money.”^^ 

The recovery from the depression of 1921, which had begun by 
mid-1922 and had gained some momentum in 1923, continued at an 
accelerated pace for the state as a whole throughout 1924. Eastern 
Washington, however, generally lagged somewhat behind the rest 
of the state because of the extremely “unfavorable conditions” 
(apparently the weather) which prevailed in the wheat-producing 
sections.®® Nevertheless, combined deposits of Spokane’s banks, 
which now included Hillyard’s banks, since Hillyard had become 
a part of the incorporated city of Spokane, reached the highest 
point in their history by the end of 1924 and stood at $55,886,679, 
and their combined resources amounted to $65,000,000.®® 

One of the most important events in 1924 for the Old National 
Bank was its acquisition of the business of the Spokane branch of 


Spokesman-Review, Nov. and Dec., 1924, and June, 1925. 

® Eighteenth Annual Report of the Supervisor of Banking . . . , 1924, p. 3. 
” Combined deposits in Spokane’s banks for the period from 1910 to 1924 


inclusive : 
1910 

$31,457,635 

1915 

$30,906,894 

1920 

$51,089,504 

1911 

32,292,664 

1916 

39,294,281 

1921 

44,780,177 

1912 

39,969,137 

1917 

43,999,000 

1922 

48,087,573 

1913 

40,967,969 

1918 

41,723,964 

1923 

50,272,584 

1914 

31,044,721 

1919 

52,560,699 

1924 

55,886,679 

Spokesman-Remew, Jan. 15, 1925. 






1949 


The Old National Bank of Spokane 


145 


the Bank of MontreaP"^ on November 10. In his statement relative 
to the closing of the Spokane branch of the Bank of Montreal, G. A. 
C, Weir, manager of the institution, said that, because of the 
'^change in conditions/' it was no longer necessary to maintain 
the Spokane branch (which had opened ‘'principally to serve the 
mining interests of Spokane which were largely interested in the 
Kootenay and Boundary districts in British Columbia"), because 
officials felt that local banks could “take care of all local require- 
ments." In his letter to depositors announcing the change, Weir 
declared that, in turning its business over to the Old National 
Bank, the Bank of Montreal had “no hesitancy in recommending 
that institution to its customers, feeling confident that they will 
receive the same courteous service from them, together with the 
safety afforded by ourselves." He asked for the Old National 
Bank the “same loyal support and cooperation" which the Spokane 
branch of the Bank of Montreal had enjoyed. 

Both Twohy, chairman of the board of directors of the Old 
National Bank and the Union Trust Company, and Kommers, presi- 
dent of the latter, who had been active in negotiating the transfer, 
were pleased with the outcome. In his statement relative to the 
matter, the former observed that the Bank of Montreal, which had 
opened its branch in Spokane in 1903 “to aid the inter-allied bank- 
ing interests of British Columbia, Alberta and the Inland Empire, 
and to foster the pioneer development of the agricultural, mining 
and timber development of these contiguous districts,"^® had served 
“a useful purpose in this respect." Though he expressed regret 
that the Bank of Montreal had decided to “relinquish its local 
branch," he said that the Old National Bank felt “highly honored 
to have been selected by the Bank of Montreal of Canada to serve 
its Spokane depositors" and welcomed the opportunity thus offered 
to broaden the scope of its service. 

Weir consummated the transaction by giving the Old National 
Bank a check for $1,500,000, thought to be the largest ever drawn in 


It had been necessary to obtain the approval of the State Commiss^ner 
of Banking for this transfer, inasmuch as the Spokane branch of the Bank 
of Montreal, one of the three branches of the Bank of Montreal in the United 
States, had been operating under a special license since its establishment in 
1^3. Spokesman-Review, Nov. 9, 1924. See above, n. 13 in §111. 

The Canadian Pacific Railway apparently had been instrumental in bring- 
ing about the establishment of a branch of the Bank of Montreal m Spokane. 
See above, n. 13 in §111. 
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Spokane, covering the outstanding deposits of the branch. Officials 
of the Old National Bank mailed notices to all former depositors 
of the Bank of Montreal to call at the Old National Bank to ex- 
change their passbooks and checkbooks, the only formality affect- 
ing them in the matter.^^ 

Only slightly more than a month after the Old National Bank 
had acquired the business of the Spokane branch of the Bank of 
Montreal, the directors of the Old National Bank and Union 
Trust Company instructed officials of these institutions to lower 
the mortgage interest rate for home owners in Spokane from 6 
per cent to per cent, the lowest rate of interest which Spo- 
kane had ever had. There was a '‘modest charge'' to cover incidental 
expenses incurred in making the loans. The directors believed that 
"conservative and carefully selected paper" of its kind repre- 
sented a "high type of security suitable for a reasonable percentage 
of a bank's investment" and so lowered the interest rate to obtain 
a greater volume of it. They likewise felt that such a course of ac- 
tion extended to borrowers in Spokane the "benefit of recent 
economic changes, establishing lower interest levels throughout the 
land." They were also pleased because this policy gave added im- 
petus to the " 'Own Your Own Home' movement" and thereby 
aided in increasing the ownership of homes in the Spokane area, 
where the large percentage of homeowners was already one of the 
city's "most attractive features."®^ 

At the end of the year, statistics revealed the fact of the high 
level of activity and prosperity which the Old National Bank had 
maintained during the year. Its total assets increased by very nearly 
two millions and its deposits by almost one and one-half millions. 
Its surplus, undivided profits, and reserves, however, amounted to 
about $300,000 less than they had at the end of 1923. Loans and 
discounts, which had increased markedly, stood at $17,551,526, the 
highest point in the institution's history.^^ 

Banks of Spokane and the Inland Empire — including, of course, 
the Old National Bank®® — ^were apparently somewhat less pros- 

^ Spokesman-'Review, Nov. 9, 1924. 

^Ibid., Dec. 14, 1924. 

^ See Appendix B. 

**The Old National Bank acquired the assets and liabilities of the Worden 
(Washington) State Bank in June, 1925. Nineteenth Annual Report of the 
State Supervisor . . . , 1925, p. 15, 
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perous in 1925 than they had been in the preceding year. A gain of 
only about three-quarters of a million dollars in deposits for 1925 
contrasted somewhat sharply with the gain of a little more than five 
and one-half millions during 1924. Nevertheless, there was seemingly 
considerable optimism concerning the future in financial circles. 
The president of one of Spokane’s banks observed that conditions 
had never been better and said that he felt more hopeful as to the 
outlook than he had at any time within five years. Business men, 
he declared, reported that 1925 had been ''a good year” for them; 
and farmers, who had had good crops for which they had received 
''fair prices,” were in better condition than before, as was shown 
by "farm liquidation,” which was greater than it had been for some 
time. Vincent, president of the Old National Bank, said that the 
"road ahead for Spokane and the Inland Empire” looked better 
to him than ever before. He believed that there would be an influx 
of immigration into the area and that the newcomers would take ad- 
vantage of opportunities which residents of the area were over- 
looking and make money out of the Pacific Northwest, as others had 
made it out of Florida.®® 

Either because of or despite the fact that 1925 had been a year 
of contraction for the Old National Bank,®^ its officers and dir- 
ectors decided to make certain changes involving their institution 
and its affiliated institution, the Union Trust Company. Before 
the end of the first quarter of 1926, therefore, the officers and 
directors of the Old National Bank and the Union Trust Company 
had perfected plans for a reorganization involving the two in- 
stitutions. On March 31, 1926, the shareholders of the Old National 
Bank and the Union Trust Company "approved plans for the 
merger of these two institutions, and the consolidation was put 
into effect with the closing of business” on that day.®® Twohy, 
chairman of the board, said that the directors had considered con- 

“ Spokesman^Review, Jan. 3, 1926. 

^ Its total resources had declined by a little more than $2, 000, OCX), and its 
deposits had decreased about $2,000,000, although its surplus, undivided profits, 
and revenues had increased about $125,705. See Appendix B. 

“ ''Financial Statements” of the Old National Bank and the Union Trust 
Company. The institutions had always been affiliated, and since 1917, the 
shareholders of the Old National Bank owned all capital of the Union Trust 
Company and the directors of the two organizations were the same (see 
above, n. 81 in §IV). The newly merged institution continued to operate under 
the name of Old National Bank and Union Trust Company. 
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solidation at various times since amendment of the Federal Reserve 
Act had authorized national banks to conduct a trust business and 
that they were glad now to combine the resources and service depart- 
ments of the institutions. The management expected to continue its 
policy of anticipating the financial needs of the community, and it be- 
spoke for the newly consolidated concern the same 'loyal and gener- 
ous patronage'’ that the affiliated organizataions had enjoyed. This 
reorganization was "but a further step in the development of a 
'Greater Inland Empire.’ ” 

The "invested capital” — that is, capital, surplus, and profits — of 
the Old National Bank and Union Trust Company was increased 
to more than $2,000,000. The capital of the consolidated institutions 
was increased from $1,200,000 to $1,500,000. The "combined re- 
sponsibility” of the new institution was over $50,000,000, with 
$23,000,000 of the assets in the banking department and $30,000,000 
of them "held in trust.”^® 

Departmental organization was to remain intact, and depart- 
ments were to continue in their same quarters. There were to be 
no changes in the duties of executive officers and the staff. The 
merger, however, offered possibilities for "a more flexible co- 
ordination” of activities in the banking and trust departments, 
made possible greater expansion, and facilitated the development of 
new financial services. 

The merger necessitated changes among executives which in- 
volved both a realignment of official positions and the promo- 
tions of some officials. Kommers, former president of the Union 
Trust Company, became senior vice-president and trust officer 
of the consolidated concern. Thomas J. Humbird and W. J. C. 
Wakefield, former vice-presidents of the Old National and 
Union Trust, respectively, became advisory vice-presidents. G. H. 
Greenwood, former cashier of the Old National, and Frank C. 
Paine and Harold E. Fraser, former vice-presidents of the Union 
Trust, became executive vice-presidents. Greenwood and Paine also 
became members of the board of directors.®’^ Burtis L. Jenkins, 

M largest trust account in the state. 

®^They apparently replaced J. K. McCornack and John D. Porter, whose 
names no longer appeared on the list of directors. The number of directors 
had decreased from nineteen to seventeen by 1924. Jay P. Graves, who had 
declined reelection in January, 1924, and R .B. Paterson^ who had died during 
the course of the year, had not been replaced. “Financial Statements” of tlie 
Old National Bank and Union Trust Company; Spokesman-Review, Jan. 9, 
1924 and Jan. 3, 1925. 
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a former assistant cashier of the Old National, became cashier 
of the new institution. The other former assistant cashiers of the 
Old National and the former treasurer and assistant secretaries of 
the Union Trust Company continued in their respective positions. 
The new officers and directors, who had long been identified with 
the old institutions and who had been “responsible in a large measure 
for their growth and development,” promised depositors and clients 
a continuation of “the helpful financial service distinctively char- 
acteristic of the former 'Old National-Union Trust' organization” 
and welcomed additional opportunities to be of service.^^ 

Despite the fact that deposits in the fifteen Spokane banks^® 
were over a million dollars less at the end of 1926 than they had 
been at the close of the preceding year, bankers were talking of the 
prosperous conditions that prevailed in the area. Deposits, after all, 
were virtually the same as they had been at the last of December, 
1924, which was approximately five millions more than they had 
been at the same date in December, 1923, when the section was 
continuing slowly to recover from the depression of 1921 and 1922. 
Moreover, it was not a falling off in business that had brought about 
the relatively small loss, that is, 2 per cent, in deposits, which was 
actually “no more than the weekly fluctuation in deposits at any 
one of the three larger banks.” Savings deposits in most of the 
banks were higher than they had been the year before. Commercial 
deposits, in spite of large withdrawals of public funds and of 
money belonging to country banks, were likewise large. Along with 
the decline in deposits, there was a decrease of very nearly two 

^Spokesman-Review, April 1 and 4, 1926; “Financial Statements” of the 
Old National Bank and Union Trust Company. In this, as in earlier reorganiza- 
tions, the Old National followed the policy of making promotion of individuals 
from within its own group and therefore from among those whom it had 
trained over a period of years. According to Kommers, who was for many 
years in charge of personnel at the Old National^ Bank, this policy enabled 
the institution not only to guarantee the continuity and competence of its 
own staff but also to recommend to other banking firms in the area prom- 
ising employees for whom there were no adequate openings at the Old Nation- 
al Bank. This had the effect of accommodating other banks and extending the 
Old National Bank's influence at one and the same time. Interview with W. 
J. Kommers, Dec. 27, 1949. 

®®They were, in order of size of deposits: Old National Bank and Union 
Trust Company, Exchange National Bank, Spokane and Eastern Trust Com- 
pany, Fidelity National Bank, Brotherhoods Co-operative National Bank of 
Spokane (founded July 28, 1923), American Bank (formerly the Scandi- 
navian- American) , Washington Trust Company, Security State Bank, Hillyard 
State Bank, First National Bank, Hillyard, Union Park Bank, Farmers and 
Mechanics Bank, Wall Street Bank, Spokane State Bank, and the Brother- 
hood State Bank. 
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millions in loans and discounts, which indicated a ‘'healthy liquida- 
tion/' In addition, surplus and undivided profits were over two 
hundred thousand dollars more than they had been at the close 
of 1925. 

Spokane's bankers, at least those quoted in the press, analyzed 
the decline in deposits not only as an indication of existing pros- 
perity but also as an expression of confidence in the future. Country 
banks, which had “largely liquidated," were now in position to de- 
crease their reserves and, consequently, to invest money which had 
been drawing a low rate of interest in Spokane banks in “good 
broker’s paper and bonds." Public officials had converted large 
amounts of public funds into bonds.^° Apparently, many of Spo- 
kane’s financiers, like a very great many of those elsewhere in the 
state and nation, were probably failing to make proper distinction be- 
tween the purchase of securities for investment and for speculative 
purposes. 

Near the beginning of the twenty-fifth year of the Old National 
Bank’s history under the management of its current owners, of- 
ficials published a large advertisement showing the “breadth and 
volume" of the transactions of the institution during the preceding 
year as revealed in short resumes of the activities of its principal 
departments. The merger of the Old National Bank and the Union 
Trust Company during 1926, they declared, had created a “greater 
and stronger bank" and had resulted in increased business for the 
institution. Total deposits now stood at $19, OCX), 000, and invested 
capital at $2,241,000. Total trust responsibility amounted to 
$29,000,000."^ 

The total volume of loans and discounts handled during the 
year was $78, OCX), 000, and the average volume carried was $18,300,- 
000. The average daily volume of loans was $180,000. Fifty-one per 
cent of the 19,000 loans made during the year were for amounts of 
$500 or less, and 49 per cent for amounts in excess of this sum. 

Deposits in the commercial banking department, which had 
more than 9,000 checking accounts, amounted to $10,000,000 in 
round numbers. The total amount deposited during the year was 
$450,000,000, with average daily deposits of $1,500,000. Checks 
drawn by depositors numbered 1,500,CX)0 and amounted to $4,500,000. 

Spokesman-Review, Jan. 4, 1927. 

■*^The trust and estates department had 505 accounts and served about 
1,500 people. 
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Besides, the bank handled 3,000,000 checks on other banks, the 
total being $315,000,000. An average of 5,000 checks on banks in 
Spokane and 5,000 on banks outside of the city were presented 
daily. 

Deposits in the savings department amounted to approximately 
$9, (XX), 000. More than 17,000 people carrying savings accounts or 
holding certificates of deposit received a total of $243,000 in interest 
for the year. 

The scope of the activity of other departments — ^that is, collection 
and escrows, bonds and investments, mortgage loans and property 
management, and the safe-deposit departments^ — ^was large. They 
rendered a wide variety of services and handled very substantial 
amounts of money. 

There was ample justification for the claim that it had been 
the policy of the officers and directors of the Old National Bank 
and Union Trust Company to provide ‘‘special services'' to in- 
dividuals and corporations and to anticipate banking needs by adding 
new departments as developments had warranted, so that the institu- 
tion now furnished “practically every financial service." They 
had grounds for looking forward with confidence to 1927 and 
hoping “to develop a greater business for the bank, as well as for 
the city of Spokane."^^ 

By November 4, 1927, the current owners had been in control 
of the Old National Bank for a quarter of a century. In celebration 
of the “silver jubilee” of their institution, they held an elaborate 
“open house,” to which they invited the public at eight o'clock 
on the evening of November 6. The program was broadcast over 
station KGA. It included musical numbers, the presentation of pins 
denoting twenty-five years of service to D. W. Twohy, chairman of 
the board of directors, W. J. Kommers, vice-president and trust 
officer, and Frank C. Paine and W. J. Smithson, vice-presidents, 
by President W. D. Vincent, whose own record of service with the 
bank was thirty-six years, and the cutting and serving to the public 
of a huge birthday cake, which was a replica of the Old National 
Bank Building. In addition, employees conducted visitors on tours 
through the institution, where might be seen “living exhibits of 
banking methods of 25 years ago contrasted with those of today” 

This department had succeeded in renting 2,500 of its 3,700 individual 
boxes. 

Spokesman-Review, Jan. 9, 1927. 
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and ''demonstrations of coin counting machines, check indorsing 
and canceling machines and other recent inventions.” 

In connection with the celebration of the twenty- fifth anni- 
versary of the buying of the Old National Bank by D. W. Twohy 
and his associates, officials pointed out that the "striking growth 
of Spokane from a town of 50,000 to the metropolis of this rich 
Inland Empire” had justified the faith of the purchasers of the 
bank, backed by the "investment of their funds in an institution 
that ranked fifth in size” (among Spokane banks apparently). 
That these men had fulfilled their pledge of providing to the 
people of the community "every assistance consistent with good 
banking” was shown by: (1) the growth of the institution's 
resources from $1,000,000 to a "financial responsibility” of over 
$53,000,000; (2) the increase of deposits from $900,000 to over 
$20,000,000; (3) the creation of the Union Trust Company and the 
"swift upbuilding of the largest trust business in the state”; 
and (4) the construction of "an outstanding bank and office 
building and the creation of complete facilities ‘under one roof for 
every banking need.” They reaffirmed their faith in Spokane and 
solemnly pledged the "continuation of the sound policies and the 
helpful service that had made the ‘Old National-Union Trust' 
exceptional in financial strength, in stability, and in usefulness to all 
the people.” They extended thanks to friends and customers and 
invited them to continue to go forward with the Old National 
Bank and Union Trust Company. 

At the end of the year, statistics which banks in Spokane and 
the surrounding countryside prepared in response to the call of the 
Comptroller of the Currency revealed that 1927 had been one of the 
most prosperous years in the history of the area. Deposits in vSpo- 
kane banks, which now amounted to $54,515,437, were not only 
72 per cent higher than they had been at the end of the preceding 
year, but were also higher than they had ever been before except at 
the peak of prosperity soon after the end of World War I, at the 
close of December, 1919. Loans and discounts for these banks, which 
now totaled $41,365,820 and showed a gain of 5.8 per cent for the 
^year, were 1.4 per cent less than the increase in deposits. 

As the leading bank in the area, the Old National Bank and 
Union Trust Company shared largely in its prosperity for the year. 


Ihid,, Nov. 5 and 6, 1^7. 
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Its total assets had increased more than one million dollars. At the 
end of the year, it had deposits of $20,415,240, whereas the com- 
bined total of deposits for the two next largest banks, the Exchange 
National Bank and the Spokane and Eastern Trust Company, was 
only $22,849,320. It had loans and discounts of $17,289,337, and 
its surplus was slightly more than one-half million dollars.^® 

The large increase in deposits in the banks of Spokane reflected 
the ‘‘general prosperity^’ in the Inland Empire in the opinion of at 
least some bankers. During the preceding three years, wheat farmers 
had produced good crops, for which they had received “above 
normal prices.” This had enabled them not only to pay their 
debts but also to accumulate large reserves, now lying idle in the 
banks, which made them potential customers for manufacturers and 
merchants. Trade, reportedly conducted on the “pay-as-you-go 
policy,” was brisk. People were “liquidating,” and, in addition, as 
their deposits in Spokane banks showed, the city had many 
people who were spending within their incomes and saving some 
money besides. 

The Spokane banks now had from three to five million dol- 
lars “constantly out” in the “New York call market” and a like 
amount invested in “commercial paper” outside of the area. At least 
some of the Spokane bankers were of the opinion that the people of 
the city should invest money in industries with good records of earn- 
ings in the district itself.^® 

The unusually high level of prosperity which Spokane and the 
Inland Empire had experienced in 1927 failed to prevail through- 
out 1928, The financial statement of the Old National Bank and 
Union Trust Company as of December 31, 1928, reflected the 
change in conditions. The year 1928 was not quite so prosperous 
for the banking department of the Old National as that of 1927 
had been. There was a decline of almost $100,000 in total assets, 
a decrease of slightly more than a quarter of a million in loans 
and discounts, and a loss of a little more than one-third of a 
million in deposits. However, although reserves had declined some- 
what, there had been an increase in surplus and undivided profits. 
Moreover, the slight slump in business in the banking department 
was considerably more than offset by the increase of $1,683,478 in 

^ l and 5, 1928. 

^lUd,, Jan. 5. 
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the trust department, in which the gain was almost double that 
of the preceding year.^*^ 

Despite the slight slump in business for 1928 as a whole, busi- 
ness men generally continued to be optimistic concerning pos- 
sibilities for the future. A writer in the ‘'Monthly Business Digest,'’ 
issued by the Old National Bank and Union Trust Company on 
December 31, 1928, observed that the outlook for the early weeks 
of 1929 was “more than encouraging, and could be called entirely 
satisfactory,”^® 

The last year of the decade of the twenties was one of wide- 
spread and significant activity in Spokane’s financial circles. The 
Old National’s part in the constructive aspects of these develop- 
ments was outstanding. As Twohy, chairman of the board, pointed 
out in a brief statement incorporated in the financial statement of 
the Old National Bank and Union Trust Company for that year, 
1929 was a year of “more than ordinary accomplishment,” with 
“growth and progress in every direction.” 

Apparently, the failure of the Exchange National Bank to open 
its doors on January 18, 1929, was the occurrence which set in 
motion numerous “bank reorganizations and readjustments to meet 
new banking conditions” in Spokane.'*® Then the Spokane Clearing 
House Association took a hand in “a situation that demanded 
immediate attention.” Twohy, chairman of the board of the Old 
National Bank and Union Trust Company, it seems, became the 
leading figure in effecting the changes necessary to restore public 
confidence. 

The Old National Bank and Union Trust Company completed 
details of the purchase of the City National Bank about midnight 
on January 23. It required the joint efforts of certain officers and 
employees of both the City National and the Old National to 
accomplish the sizable task of transferring 9,000 accounts from 
one bank to the other overnight on January 24. The staff of the 
Old National and Union Trust Company labored until three o’clock 

Jan. 4, 1929. 

Quoted in the Spokesman-Review, Jan. 1, 1929. 

Records show one failure, the outright sale of several banks with conse- 
quent closing of their doors, mergers, the organizing of holding companies, 
and the *‘sale of minority or majority stock interests?' There was a decrease 
from fourteen to eleven in the total number of banks exclusive of the Federal 
land Bank, the Intermediate Credit Bank, and the Spokane Branch of the 
Federal Reserve Bank of San Francisco. Spokesman-RevieWf Oct 27, 1929. 
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that morning to accomplish the preliminary work required before 
the opening of banks. Officers and tellers of the City National 
were present ‘hn the Old National organization” to direct customers 
to the proper windows and to '‘make them acquainted with the 
Old National institution.” A notable feature of the day, according 
to Kommers, a senior vice-president of the Old National Bank and 
Union Trust Company, was the absence of withdrawals, which was 
an evidence of the depositors' approval of the change. 

So far as depositors of the City National Bank were concerned, 
therefore, the sale of that bank to the Old National Bank and 
Union Trust Company involved no break in either commercial 
banking connections or savings accounts, which were carried along 
without interruption even in interest. There was no requirement 
of action on their part, as their pass books were receipts for their 
accounts, which were now lodged with the Old National Bank and 
Union Trust Company. Of course, some time elapsed before that 
institution could obtain new signatures and before it could exchange 
its new pass books for the old ones in the hands of the depositors. 
The Old National Bank and Union Trust Company expected to 
move the City National Bank's safe-deposit vaults, which re- 
mained open for business at their former location, to the "spacious 
room for safe deposit vaults" of the Old National Bank Building 
within a short time.®® 

The acquisition of the City National Bank increased the assets 
of the Old National Bank and Union Trust Company to more 
than $25,000,000 and added further strength to it. The Old National 
hoped that its customers would find in this merger “a means to- 
ward easier fulfillment of their own plans and expectations."®^ 
Although John W. Pole, Comptroller of the Currency, and some 
members of his staff had come to Spokane to take charge of the 
affairs of the Exchange National Bank, the Old National Bank 
lent assistance in its liquidation. It purchased enough of the Ex- 
change National Bank's assets to make possible the payment of 
sixty cents on the dollar to depositors within a short time.®® 

By the middle of March, Twohy, chairman of the board of 
the Old National Bank and Union Trust Company, was interest- 

“‘On August 29, the Old National sold the City National Bank Building 
to the Wall Street Bank for $100,000. Spokesman-Review, Oct. 27, 1929. 

Jan. 25 and Oct. 27, 1929. 

“U&tU, Oct. 27, 1929. 
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ing the Fidelity National Bank, ‘‘the pioneer bank of the city/’ 
in a merger. On June 29, 1929, the Old National Bank and the 
Union Trust Company and the Fidelity National approved plans 
for the creation of the First National Trust and Savings Bank. 
For this purpose these institutions made use of the charter of the 
Union Trust and Savings Bank, which had remained alive, although 
it had been inactive. There was an interchange of the stock of 
the Fidelity National Bank and that of the Union Trust Company. 
The new institution had a capital of $500,000. Kommers, who had 
served as president of the Union Trust Company, became presi- 
dent of the new bank ; and A. W, Lindsay, president of the Fidelity 
National Bank, became chairman of the board of directors.®^ 

Meanwhile, outside banking interests — such as the Marine 
Bancorporation and the “Dexter Horton affiliations’' of Seattle, 
the Bank of Italy, and certain financial institutions of the Twin 
Cities — ^were considering entering Spokane and the Inland Empire. 
Knowledge of the fact that greater aggregations of capital with 
increasingly centralized control were the order of the day and 
awareness of the formulation of holding companies for banks both 
to the east and to the west, with the strong and imminent probability 
of their penetration of the Inland Empire, spurred the Old National 
Bank to act to strengthen its position as the leading financial insti- 
tution of the Inland Empire. 

Saturday, August 31, 1929, brought the announcement of the 
formation of the Old National Corporation with a capital of 
$10,000,000, According to Twohy, the directors of the Old National 
Bank and Union Trust Company had had the creation of such an 
organization in process for several months, and they felt that re- 
cent developments in Spokane and the Inland Empire made this 
the opportune time “to extend a broadened banking and financial 
service to the community.” The Old National Corporation, he 
said, would have a “capital structure so large and so strong” that 
it would be able to care for the Inland Empire's growing needs 
and “to throw every precaution and safeguard around the busi- 
ness which it conducts,” thereby exercising a stabilizing influence 
upon the section’s banking business. 

Explaining his conception of need of such a holding corpora- 
tion in Spokane, made up entirely of Inland Empire communities, 

®* Twenty-third Annual Report of the Supervisor of Banking . . . , 1929, 
p. 48 j Spokesman-Review, Oct. 27, 1929. 
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Twohy said that, where the large holding groups invading the 
Inland Empire were strong, they were welcome bringing in- 
creased stability to our general financial condition/' Their threat of 
“vigorous competition" made it necessary “for us to re-enforce our- 
selves to protect our stockholders and depositors throughout the In- 
land Empire." He went on to say: 

We like to think that we have played some part in developing the Inland 
Empire as a whole — ^industrially, commercially, in mining, in lumbering, in 
agriculture and in those diversified activities of the Inland Empire. We have 
become a depository of large funds and our aim is to keep them employed 
safely in the development of the Inland Empire. We are convinced a large, 
stable holding corporation, owned at home, can continue to do this with even 
greater protection. 

It was his idea that the Inland Empire offered 

a unique situation whereby its people will fare better by being self-contained. 
The territory is large enough, is well diversified as to products. It is rich 
enough to finance its own requirements and better co-operation on the part 
of its people would make it reasonably independent of these ‘foreign’ com- 
panies. 

Therefore the Old National Bank and Union Trust Company 
had taken the initiative in forming a new corporation and had 
invited 

a number of the sound banks in this inter-mountain region to become affiliated 
in this plan, which would give to the Inland Empire an institution, big and 
sound, owned by home people and managed by a board of directors which 
includes the heads of a large number of producing and industrial institutions, 
which have been successful in their own endeavors and with names that 
are synonymous with safety and success.^^ 

The officers of the Old National Corporation were: W. J. C. 
Wakefield, chairman of the board of trustees; D. W. Twohy, 
president; A. E. Reid, vice-president and secretary; J. W. Bradley, 
vice-president; O. K. Moody, treasurer; and F. M, Graff, assistant 
secretary.®® The executive committee consisted of T. J. Humbird, 
A. W. Witherspoon, J, P. McGoldrick, W. D. Vincent, and 

Shortly before the formation of the Old National Corporation, there 
was a rumor that the Old National Bank and Union Trust Company was one 
of the outside banks to be included in a huge merger recently formed in Se- 
attle. D. W. Twohy denied the report and declared that the Old National 
"had no intention of joining any such group.” Spokesman-Remew, Sept. 17, 
1929. 

®“With the exception of Reid and Graff, all were officers of the Old 
National Bank and Union Trust Company. 
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D. W, Twohy.®® The board of trustees included all the members 
of the board of directors of the Old National Bank and Union 
Trust Company®"^ and, in addition, the following: E. W, Ander- 
son, president, Vermont Loan and Trust Company; John D. An- 
keny, president, First National Bank, Walla Walla; Stanley A. 
Easton, vice-president and manager, Bunker Hill & Sullivan Min- 
ing & Concentration Co., Kellogg, Idaho; W. S. Gilbert, Hamblen 
& Gilbert; Percy P. Brittan, Investments; E. Greenough, Green- 
ough Investment Co.; Sig Hofslund, general manager, Black- 
well Lumber Company, Coeur d’Alene, Idaho; G. F. Jewett, general 
manager, Rutledge Timber Co., Coeur d’Alene, Idaho; A. W. 
Laird, general manager. Potlatch Lumber Co., Potlatch, Idaho; 
A. E. Larson, Investments, Yakima; Lewis P. Larsen, president, 
Pend Oreille Mines & Metals Co. ; A. W. Lindsay, chairman, First 
National Trust & Savings Bank; James F. McCarty, president, 
Hecla Mining Co., Wallace, Idaho; Howard Paulsen, Estate of 
August Paulsen; Hugh Waddell, president, First National Bank of 
Colville; J. P. Weyerhauser, Jr., vice-president, Clearwater Timber 
Co., Lewiston, Idaho; and D. G. Winton, Winton Lumber Com- 
pany.®® 

The Old National Corporation’s first step in establishing the 
^'Old National” system of Inland Empire banks, a holding cor- 
poration, was to acquire control of the Old National Bank and 
Union Trust Company and the First National Trust and Savings 
Bank of Spokane. In order to insure "'continuity in strong owner- 
ship and conservative management,” according to Twohy, the 
shareholders of the Old National Bank purchased all of the voting 
stock, $1,000,000, of the new corporation and "under a voting 
trust agreement” deposited it for a period of ten years with the 


"“Twohy was also an officer of the Old National Corporation; Vincent 
and Humbird were both officers and directors of the Old National Bank and 
Union Trust Company, and Witherspoon and McGoldrick were directors of it. 

These were T. J. Humbird, J. P. McGoldrick, E. T, McCullough, Austin 
Corbin, 2nd., T. F. Wren, E. P. Twohy, W. J. C. Wakefield, L. M. Davenport, 
J. L. Paine, C. A. Gonser, A. W. Witherspoon, W. J. Kommers, W, D. Vin- 
cent, 0. K. Moody, and D. W. Twohy. 

“Financial Statemenf* of the Old National Bank and Union Trust Com- 
pany, Spokane, and the Old National system of Inland Empire banks, March 
27, 1930. Three men who were originally invited to serve on the board of trus- 
tees — W. Birkett, general manager, Washington Water Power Company, 
F. C, Paine, vice-president of the Old National Bank and Union Trust Com- 
pany, and Frank M. Rothrock, “cattle and sheep” — ^apparently failed to accept 
the invitation. Spokesman-Remew, Sept 1, 1929. 
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executive committee of the Old National Corporation, The fact 
that the five members of this committee, who were directors of the 
Old National Bank and Union Trust Company and who either 
owned or directly represented a majority of its stock, had the 
right to elect the directors of the new concern, he said, not only 
guaranteed ‘‘its shareholders high standards, careful management 
and progressive methods'' but also meant “that the growth and 
sound development of the Inland Empire" would “continue to be 
its goal." The exchange of stock was on the basis of eight and two- 
thirds shares of class B (that is, voting stock) of the Old National 
Corporation for one share of the stock of the Old National Bank 
and Union Trust Company. In addition to the ownership of the 
class B stock, the shareholders of the Old National received rights 
for the purchase of 25,000 shares of class A or nonvoting stock 
at $18.50 a share. Later there was to be an offering of 25,000 
shares of class A stock at $20 per share to the public. This stock 
paid the same dividends and had the same pro rata ownership 
in the corporation's assets as did the class B stock and was entitled 
to full participation in the future earnings and benefits of the 
organization.®® 

The officials of the Old National Corporation relied upon the 
Union Securities Company in acquiring control of banks outside 
of Spokane. Because the Union Securities Company was willing 
to dispose of its interest in its “string" of strong banks, which 
served agricultural, lumbering, mining, and horticultural interests in 
the Inland Empire, and concentrate its attention upon its other 
assets, the Old National Corporation had taken options on most 
of them. Negotiations with some other banks in the Inland Empire 
were also pending, and Twohy stated that eventually the Old 
National Corporation might have a group of twenty-five banks. 
All banks were to come into the system on the same terms, and 
the yardstick for determining the basis of transfers of stock was 
to be the same in all cases. 

On October 1, auditors and accountants of the Old National 
Corporation were busily engaged in completing the work incident 
to the exchange of its stock for that of banks which were to be- 
come units of its organization. The managers of these outside banks 

The Old National Bank and Union Trust Company was to pay its regular 
dividend. Thereafter, beginning on January 1, 1930, it was to pay quarterly 
dividends. Ibid., Sept. 1, 17, 24, and 29, 19^. 
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were to attend a meeting in Spokane on October 3 for the purpose 


of discussing and acting upon certain details involved 
pletion of the organization of the corporation. 

in the com- 

The following banks 
Corporation : 

became members of the Old National 

Location 

Bank Date 

Established 

Resources 
October 1, 1929 

Coeur d'Alene, Idaho 

First National Bank 1929 
in Coeur d’Alene 

$ 753,157 

Connell, Washington 

State Bank of Connell 1904 

313,083 

Creston, Washington 

Creston State Bank 1902 

223,566 

Edwall, Washington 

Bank of Edwall 1902 

184,928 

Grandview, Washington 

First National Bank 1919 
of Grandview 

385,189 

Granger, Washington 

Union Bank 1905 

of Granger 

99,620 

Harrington, Washington 

Harrington State Bank 1904 

334,483 

Lewiston, Idaho 

Idaho Trust Company 1902 
of Lewiston 

729,281 

Lewiston, Idaho 

Lewiston 1883 

National Bank 

2,243,068 

Medical Lake, Washington 

First National Bank of 1904 
Medical Lake 

289,062 

Moscow, Idaho 

First National Bank of 1885 
Moscow 

1,042,409 

Odessa, Washington 

First National Bank of 1911 
Odessa 

533,007 

Palouse, Washington 

Security National 1889 

Bank of Palouse 

709,932 

Prosser, Washington 

Prosser State Bank 1902 

577,308 

Ritzville, Washington 

Fii'St National Bank 1891 
of Ritzville 

917,183 

Spangle, Washington 

State Bank of Spangle 1902 

210,983 

Spirit Lake, Idaho 

Bank of Spirit Lake 1907 

232,134 

Spokane, Washington 

Old National Bank and 1891 
Union Trust Company 

27,491,051 

Spokane, Washington 

First National Trust 1907 
and Savings Bank 

5,373,877 

Sprague, Washington 

First National Bank 1901 
of Sprague 

596,874 

Sunnyside, Washington 

Sunnyside 1902 

National Bank 

513,043 

Washtucna, Washington 

First State Bank of 1908 
Washtucna 

308,491 


Total $44,061,729®® 

All of these banks except the Old National Bank and Union Trust Com- 
pany, which had created the Union Securities Compan}^, the First National 
Trust and Savings Bank of Spokane, and the First National Bank in Coeur 
d'Alene, Idaho, which in a sense apparently replaced the Farmers State Bank 
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Obviously the Old National Bank and Union Trust Company, 
whose officials had organized the Old National's system and whose 
resources made up $27,491,051 of the system's total of $44,061,729, 
was the key bank in the group. Though only three other banks 
(the First National Trust and Savings Bank of Spokane, with 
$5,373,877,®^ the Lewiston National Bank, with $2,243,068, and 
the First National Bank of Moscow, with $1,042,409) had re- 
resources of more than a million dollars, there was only one, the 
Union Bank of Granger, with $99,620, which had resources of less 
than one hundred thousand dollars. The Old National Corporation's 
system included both state and national banks and both rural and 
urban banks in the two states of Washington and Idaho. All of 
them were institutions with substantial capital and resources, and 
all but a few had stood the test of the years, particularly that of 
the crisis in banking in the early twenties. 

The public readily subscribed for the $500,000 worth of Old 
National Corporation's class A or nonvoting stock at $20 per 
share. With a large subscription in sight, the investment bankers 
handling its distribution met with Frank C. Paine, a vice-president 
of the Old National Bank and Union Trust Company, on the 
afternoon of October 4 to agree on allotments of the stock to various 
houses. They agreed to fill small orders for two to twelve shares 
and to cut the large orders for fifty or more shares. They also made 
allocations of the stock, amounting to about half of the quantities 
which bank managers had requested for the Old National Cor- 
poration's members outside of Spokane. They then declared the 
sale to he at an end.®^ 


of Nez Perce, Idaho, were members of the Union Securities Company at the 
time of its dissolution in 1929. , , . , -i^* ^ 

Inasmuch as the First National Bank of Odessa, Washington, the First 
National Bank of Grandview, Washington, and the First National Bank m 
Coeiir d*Alene, Idaho, were established after the organization of the Umon 
Securities Company's chain in 1909, they apparently entered the group some 
time after its organization or were institutions which were originally in the 
group but whose titles had changed in the course of internal reorganizations. 
Ihid., Oct. 2, 1929. 

The Old National Bank and Union Trust Company really controlled this 
institution, as D. W. Twohy was the central figure in effecting the merger 
which brought it into existence. 

It was expected that this stock would pay at least 5 per cent and, in addi- 
tion, it was to share in the institution's profits in excess of that amount In 
the event of the sale of the Old National Corporation’s entire assets, there 
was to be an additional dividend of $2 a share on it. Spekesman-Revtew, 
Oct 5, 1929. 
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An extremely gratifying feature of the public's ready accept- 
ance of this stock was the large demand of small subscribers. The 
public's enthusiastic reception of the offering indicated that the 
economy was ‘‘ready to finance its own enterprises" and had 
“faith in its home community.®^ 

This elated the “Old National interests," which had brought 
the “advantages and benefits of group banking" to Spokane and 
the Inland Empire, because it vindicated their belief that the Inland 
Empire was “large enough, financially strong enough and sufficiently 
diversified to finance its own requirements and be independent of 
outside interests." Thus the original “Old National interests" — 
heretofore “restricted to a small number of stockholders"®^ — though 
retaining effective control of affairs through the device of pool- 
ing under a trust agreement the class B or voting stock in the hands 
of an executive committee, which represented the controlling interest 
in the Old National Bank and Union Trust Company, had succeeded 
in creating a group-banking system with a widely distributed owner- 
ship of nonvoting stock. 

In its advertising, the Old National Corporation claimed that 
group banking as exemplified in its organization brought “to each 
bank in the group — large or small, rural or urban — the strength, 
completeness of service and operating efficiency of the big metro- 
politan bank," Besides making possible greater economies and better 
management, it greatly strengthened the position of each member 
bank not only because of the advice and assistance of the central 
bank but also because of the augmented resources and increased 
stability of the whole through the wide diversity of resources as to 
both territory and business activity. 

Although member banks remained “local banks, staffed by local 
men familiar with local conditions," they had also become part of 
a system which gave them the advantage of the “supervision of a 
staff of specialists at one central point," who were qualified by 
wider knowledge and by experience and ability to advise them 
“in a spirit of cooperation." This advice and aid included “all 


® This stock was offered only for the purpose of investment Twohy be- 
lieved that there would be no speculative increase in it and that whatever gains 
accrued would come with the development of business. Ibid,, Sept. 29 and 
Oct 5, 1929. 

^Ibid„ Sept 1, 1929. 
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phases of modern banking practice, such as credits, trust matters, 
new business and miscellaneous services.” Each member bank was 
“self-contained with its own independent capital, its own board of 
directors and officers,” but behind each was “a reserve in excess of 
the resources of all the banks in the group.” 

The Old National Corporation, which had “no connection with 
any bank or banks located outside of the Inland Empire,” took 
its place in “the banking systems of the country and in the com- 
munity life of the Inland Empire with a deep sense of its re- 
sponsibility.” It dedicated itself “unreservedly to greater protection 
for the people’s funds and the utmost in service in every depart- 
ment of banking.”®® 

As Twohy, chairman of the Old National’s board of directors, 
declared in a statement to stockholders in the bank’s “Financial 
Statement” of December 31, 1929, the year 1929 had indeed 
been one of “more than ordinary accomplishment for the Old 
National Bank and Union Trust Company, a year of growth and 
progress in every direction.”®® It had, of course, been at the center 
of a number of financial reorganizations. At the same time its 
own affairs had prospered. Its loans and discounts had increased 
over two and one-half million, its deposits had risen more than 
three and one-half million, and its resources had grown a little 
more than three and one-half million. The Old National Bank and 
Union Trust Company’s total financial responsibility, which in- 
cluded holdings of the trust department, was $63,000,000.®'^ 

VI. East Years of Twohy’s Active Control (1929-33). 

Insofar as the state of Washington was concerned, there were 
apparently few immediate repercussions of the disastrous crash in 
the stock market in New York which began on “Black Thursday” 

Oct”' 6 and 20, 1929; "Financial Statement,” Dec. 31, 1929. The 

Old National Bank and Union Trust Company was apparently very much 
pleased with its connection with the Old National Corporation. 

^ Although Twohy did not say so, he might have said that he himself had 
been the leading actor in this dramatic deyelopment Beginning in January, 
when his "appreciation of the need of definite steps immediately to clarify 
the financial situation” in Spokane had led to the Old National’s acquisition 
of the City National Bank and the purchase of a substantial portion of the 
assets of the defunct Exchange National Bank and continuing through the 
Old National Bank and Union Trust Company’s organization of the Old 
National Corporation in the early autumn, he acted vigorously to carry out 
his philosophy to “go a little farther, do a little bit more and do it a little bit 
better than would seem necessary.” Spokesman-Review, Jan. 30, 1929. 

^ See Appendix B. 
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—that is, October 24, 1929. At the close of the year, total re- 
sources in all banks of the state were higher than they had been 
before. Both deposits and loans and discounts were higher than they 
had ever been in the history of the state. Though banking capital 
was also at the highest point in the state’s history, the number of 
banking institutions was about 15 per cent below its peak. The 
year 1930, which seemed to open auspiciously, did not change 
this picture much. Total resources of all banks rose slightly, but 
both deposits and loans and discounts fell slightly. Although there 
was a small increase in banking capital, there was a small decrease 
in the total number of banks.^ 

Because banking in the state of Washington seemingly was 
stable at the beginning of the decade of the thirties,* it is not 
surprising that both the Old National Bank and Union Trust 
Company and the newly organized Old National Corporation were 
apparently prospering. The Old National Corporation, whose 
resources had increased more than two and one-quarter million 
that is, to $46,320,953— and whose “total responsibility” had 
reached $83,000,000, by June 30, 1930, did very well indeed during 
the first half of the year. During the same period, the resources 
of the Old National itself increased a little more than half a 
million — that is, to $27,677,824.® The Old National Bank and Union 
Trust Company included brief remarks on “Confidence” in its 
financial statement of September 24, 1930, which included the 
following statement: “The Old National is strong enough to pro- 
tect your funds, large enough to serve you in any banking capacity 
and interested enough to know you and take a genuine interest in 
your welfare.” Statistics, meanwhile, showed a decline of a little 
more than a million dollars in the resources of the institution 
by that time. 

The response to the Comptroller’s last call for reports in 1930 
showed that deposits in the banks of Spokane as of December 31 
were higher than they had been in September. Though the deposits 
of the Old National showed a decrease of somewhat more than 
$2,000,000 by the close of the year, Twohy felt that on the basis of 

* Neil Roy Knight, History of Banking in Washington (unpublished Ph.D. 
Thesis, University of Washington, 1935), Table XXV. 

’Preston, op. cit., p. 313. 

’ “Financial Statements” of the Old National Bank and Union Trust Com- 
pany and the “Old National Corporation’s” system of Inland Empire Banks. 
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the new bank statements Spokane was to be congratulated."^ Mean- 
while, the Old National maintained an optimistic outlook in its 
advertising. For example, it declared, '"Through more than a quar- 
ter of a century of steady growth this bank has prospered, not 
only because of the accumulation of great resources, but also be- 
cause it has won and held the loyalty of its patrons, because of its 
ability to serve well, its genuine desire to understand its patrons and 
their interests.’'^ 

Although 1931 was a difficult year for the Old National Bank 
and Union Trust Company, as it was for other banks in Spokane 
and the Inland Empire and throughout the country, the institu- 
tion came through it in good condition. Although its deposits de- 
clined more than two and one-half million, there was a very sub- 
stantial increase in its reserves. Loans and discounts went down 
over one and three-quarter million. Total resources in the banking 
department decreased by slightly more than one and one-half mil- 
lion. An increase of approximately one million in the trust de- 
partment, however, partially offset this decrease in the banking 
department, so that there was a decline of only an amount close to 
one million — that is, from $64,000,000 to $63,000,000 in the Old 
Nationals "Total Responsibility.'’ 

Meanwhile, officials of the Old National emphasized its leader- 
ship, strength, and service over a period of forty years. "The Old 
National policy of 'Greater Protection and Exceptional Service,' " 
they said, had won for it 36,000 customers, one out of every four 
people in metropolitan Spokane. They were grateful for this ex- 
pression of preference and desired to give "every depositor the 
advantage not only of exceptional strength but also of sincere and 
helpful service." At the close of the year, they pointed out that the 
policies of forty years had had as their basis "the principle that the 
protection of the depositor comes before all else” and pledged "the 
community and every depositor a continuation of these policies, plus 
the most sincere and helpful type of service in every department.”® 

Bankers in Spokane were agreed, largely on the basis of faith, 
it seems, that 1932 would be "a year of promise and of business.” 
They felt that "more favorable factors” existed at the beginning of 

^lUd., Jan. 4, 1931. 

^ Spokesman-Remew, Dec. 21, 1930. 

® “Financial Statements,” for March 25, June 30, Sept 29, and Dec, 31, 
1931. 
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1932 than had appeared at the beginning of 1931. President Vincent 
of the Old National Bank and Union Trust Company said that 
progress in America had continued since the days of the pioneers 
and that the ^Torward urge^' still ^‘urges in the heart of the people.^’ 
The “constructive forces on the 1932 economic highway^’ were more 
impressive than those of the preceding year. There was, he declared, 
“a saner business idea of what constitutes the foundation for 
enduring prosperity.^' Spokane was more fortunate than average 
cities, because there had been “no inflation here from which to fall 
with all its distressing effects." Therefore it was in a position for 
“speedy reflection of trade improvement throughout the country."’’ 

By mid-year, 1932, the Old National Bank and Union Trust 
Company, whose “Total Responsibility" had declined to $59,000,000, 
still “supremely confident of the future," was inviting “forward- 
looking business firms and individuals to progress with this pioneer 
bank." During forty years of service, “through good times and 
bad," the Old National had aimed to be “an active force for progress 
in the commercial and financial life of Spokane and the Inland 
Empire." It had used its resources, credit, and influence “to safe- 
guard and protect its depositors and to encourage production, trade 
and industry" in this area. “Qualified in strength, size, experience 
and facilities," the Old National still stressed its ability “to render 
a helpful and dependable banking, savings and trust service." 

As the second half of the year wore on, the Old National, which 
had seen “America pass through troubled times and periods of 
pleasant prosperity, and Spokane from a pioneer settlement to an 
important business center," maintained its “abiding faith, a genuine 
confidence in our business structure and its future." It pledged 
itself to be of continued “helpfulness to the people of Spokane and 
the Inland Empire."® 

The close of 1932 found the business of the Old National 
at the lowest point since World War I. Loans and discounts were 
down to a little less than nine and one-half million. Deposits were 
only slightly over thirteen million. Total resources amounted to ap- 
proximately nineteen and one-quarter million, and “Total Respons- 
ibility" had shrunk to a little more than fifty-five million.® 


Spokesman^Review, Jan. 3, 1932. 

® “Financial Statements,” June 30 and Sept. 30, 1932. 

^ Spokesman^Review, Jan, 5, 1933. Also see Appendix B. 
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Meanwhile, as financial conditions continued to deteriorate and 
an increasing number of banks failed, Governor Clarence D. Mar- 
tin, in his inaugural message on January 11, 1933, called the at- 
tention of the legislature to '^a detailed proposal for a new banking 
code'' which was to come before it. He urged the legislators to 
equip the measure with '‘proper safeguards,” which, among other 
things, would include restrictions on loans to directors and regula- 
tions preventing speculation with depositors' money. 

Governor Martin also pointed out the fact that the failures of 
banks had deprived numerous communities of convenient banking 
service. He believed that every trading center was entitled to bank- 
ing facilities and said that branch banking as a possible means of 
providing them merited the attention of the legislature. Branch 
banking would encourage parent institutions "to reach out to estab- 
lish facilities in outlying communities.” Moreover, the flexibility 
of the system would permit "the timely shifting of funds and 
credit and would mean more confidence and greater security in 
times of economic unrest or distress.”^*^ 

Within the week, the stockholders of the Old National Corpor- 
ation, the large, closely-knit, home-owned group-banking system of 
the Inland Empire which was organized with the Old National 
Bank and Union Trust Company as the key concern in 1929, held 
their annual meeting. They reelected officers and trustees. They 
approved the action of the trustees, who had reduced the capital 
from $5,796,628 to $3,000,000, set up reserves of $900,000, and 
increased the undivided profits account by about $280,000. Reports 
showed that 1,888 shareholders held a total of 293,240 shares of 
stock. Directors, officers, and employees of the corporation or its 
bank affiliates held 125,503 shares or 43 per cent of it. The 
stock's book value, "exclusive of the reserve set up,” was $11.25 
per share. Earnings per share on the issued stock of the corpor- 
ation "on an inventory basis” were sixty-three cents in 1932, as com- 
pared with seventy-three cents in 1931. 

In his report to the stockholders, President Twohy character- 
ized the year 1932 as "a period of liquidation, readjuijtment and 
lowered business volume,” and expressed the hope that 1933 would 
be a year for the establishment of "sound foundations” for future 
progress. He found it gratifying that the "protective policies in- 


^ Spokesman-Review j Jan, 12, 1933. 
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aitgurated three years ago, when this corporation took over the 
administration of a group of affiliated banking units, have proved 
sound ; and have enabled these banks to continue in' a strong posi- 
tion, and be an active force in stabilizing the commercial and 
financial life of their respective communities.” The Old National 
Corporation had paid limited dividends because of its policy of 
having each institution "‘retain its earnings to meet losses, build re- 
serves and conserve resources.” He said that the board of trustees, 
following “the plan adopted by a large number of like corpora- 
tions throughout the United States, including some of America's 
largest banks,” had “carefully considered and authorized the modi- 
fication of our capital structure, whereby substantial reserves are 
set up for the better protection of depositors and stockholders 
alike.”^^ 

Not long afterward, the legislature, which had concerned itself 
with the plight of banks and banking in the state to which Governor 
Martin had called its attention in his inaugural message, took action 
in the matter. On February 27, the governor signed the following 
measure : 

An Act, relating to banks, banking, trust companies and trust business, 
prohibiting corporate security affiliates, providing for segregated savings in 
commercial banks, restricting loans to directors, officers and employees of 
banks, amending sections ... of chapter 1 of Title 18 of Remington*s com- 
piled Statutes . . . and adding new sections to such chapter . . . , prescribing 
penalties and declaring an emergency. 

Section 3222 was amended to provide that no bank or trust com- 
pany should “establish any branch except in accordance with the 
provisions of this act.” These provisions, incorporated in section 
3231-1, added to Section 5, Chapter 1, were as follows: 

A bank or trust company having a paid-in capital of not less than five 
hundred thousand dollars may, with the approval of the supervisor of banking, 
establish and operate branches in any city or town within the state. A bank 
or trust company having a paid-in capital of not less than two hundred 
thousand dollars may, with the approval of the supervisor of banking, establish 
and operate branches within the limits of the county in which its principal 
place of business is located. 

The aggregate paid-in capital stock of every bank or trust company 
operating branches shall at no time be less than the aggregate of the minimum 
capital required by law for the establishment of an equal number of banks 
or trust companies in the cities or towns wherein the principal place of 
business of such bank or trust company and its branches are located. 


Jan. 18, 1933. 
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No bank or trust company shall establish or operate any branch in any 
city or town outside the city or town in which its principal place of business 
is located in which any bank, trust company or national banking association 
regularly transacts a banking or trust business except by taking over or 
acquiring an existing bank, trust company or national banking association 
operating in such city or town.^^ 

Apparently the legislature shared Governor Martin's belief 
that the state should prohibit certain banking practices which had 
proved detrimental to the interests of depositors. It also seemed 
to concur in his view that branch banking might well serve to 
alleviate the unfortunate plight of communities which were without 
banking facilities as a result of the failure of unit banks. In per- 
mitting branch banking for the first time in twenty-four years, 
however, it established certain safeguards against possible abuses. 
It limited state-wide branch banking to banks and trust companies 
with a capital of not less than $500,000 and restricted county-wide 
branch banking to those with capital of not less than $200,000. 
Furthermore, the aggregate paid-in capital of an institution which 
operated branches had to be at least equal to the minimum capital 
required for an equal number of unit banks or trust companies. 
Permission of the supervisor of banking was necessary for the 
establishment of branch-banking systems. Finally, the legislature 
prohibited banks or trust companies from establishing branches out- 
side of the towns or cities in which they were located — in com- 
petition with existing institutions. 

At the same time that the legislature legalized branch banking, 
however, it restricted group or chain banking. It provided that: 

A corporation or association organized under the laws of this state, or 
licensed to transact business in the state, shall not hereafter acquire any 
shares of stock of any bank, trust company, or national banking association 
which, in the aggregate, enable it to own, hold or control more than twenty- 
five per centum of the capital stock of such bank, trust company or national 
banking association: Provided however, That the foregoing restriction shall 
not apply as to any legal commitments existing when this act takes effect^® 

Though this measure did not affect the existing status of the 
Old National Corporation's system of Inland Empire banks, it did 
preclude the possibility of expanding it. It afforded, of course, 
an opportunity for converting the system from group banking to 

^ Session Laws of the State of Washington, 23rd Session (Olympia, Wash. : 
O. H. Olson, Public Printer, 1933), Chap. 42, pp. 221-47. 

Ihid. 
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branch banking.^^ However, the deepening depression in Spokane 
and the Inland Empire, as in the country at large, made it obviously 
impossible to consider such a change at this juncture. 

Nevertheless, the officials of the Old National Bank and Union 
Trust Company, whose advertising in connection with their in- 
stitution’s financial statement as of December 31, 1932, had asserted 
that “Because thousands of people, through successive generations” 
had found “the 'Old National’ always reliable and friendly,” it 
had become an outstanding financial institution of the Northwest 
and had declared that the “Old National’' looked forward during 
1933 to “even greater opportunities to serve its friends and custom- 
ers,” did continue to maintain an optimistic outlook. In their advertis- 
ing, they urged that the people, like the nation, should have “a new 
administration” and turn from pessimism and discouragement to 
action indicative of faith in themselves and in the United States. 
“Improvement in the National situation,” they said, would find “the 
'Old National’ ready, as always, to play an increasingly important 
part in the sound advancement of Spokane and its citizens.”^® 

Meanwhile, the governor and legislature continued their at- 
tempts to enact laws which would make possible the stabilization 
of the financial situation in the state. Two such measures became 
law on the first two days of March. 

Governor Clarence D. Martin signed a Bank Stabilization Act on 
March 1, 1933, section 2 of which provided for the supervisor of 
banking to authorize a bank “to postpone, for a period of ninety 
days or for such further period or periods as he may deem ex- 
pedient, the payment of such proportions or amounts of the de- 
mands of its depositors from time to time as he may deem nec- 
essary.” Section 10 of the act defined the word “bank” as “includ- 
ing savings banks, mutual savings banks and trust companies, , . . 


The Old National Bank had not turned to group banking until after the 
legislature had prohibited branch banking in 1909. Above, p. 105. 

Spokesman^Review, Jan. 5 and Feb. 28, 1933. 

^Session Laws of the State of Washington, 23rd Session, pp. 278-81. Al- 
though this raeasure was referred to as the “Bank Stabilization Act,“ it was 
summarized as : “An Act relating to banks and banking, the stabilization and 
reorganization of banks, defining banks, extending the powers of the super- 
visor of banking, repealing chapter 44 of the Laws of 1933, and declaring an 
emergency.” The Governor had previously approved the rather controversial 
measure, Chap. 44, entitled “Banks and Banking,” on February 25, 1933, after 
having vetoed sections 5, 10, 12, and 14 of it 
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A bill signed by Governor Martin on March 2, 1933, which 
the legislature had rushed through, authorized him to declare a 
bank holiday. In accordance therewith, he proclaimed a three- 
day banking and financial holiday for the state of Washington, 
effective at midnight, Thursday, March 2, and ending at mid- 
night Monday, March 6. He explained that the holiday was not 
mandatory, but that by virtue of it, individuals, business houses, 
and financial institutions needing a breathing spell in which to 
meet pressure would have an opportunity to get one. The governor 
did not elaborate on his proclamation. Nevertheless, it was under- 
stood that a number of banks throughout the state had been sub- 
ject to heavy recent withdrawals. The holiday, it was held, would 
have the effect of checking possible runs on banks until the situation 
was clarified.^^ 

Only a few hours after the governor had signed the Bank 
Stabilization Act, officials of the Old National Bank and Union 
Trust Company and the First National Trust and Savings Bank 
decided to take advantage of this measure to limit the withdrawal 
of funds from their institutions. The desire for "'equal preservation 
of the funds of all depositors’^ apparently inspired the action of the 
directorates of the two firms. It was the general impression that 
a withdrawal of S per cent of deposits would be permissible in 
a few days, as that had been the custom in other states where 
bank holidays or stabilization measures were in effect. Meanwhile, 
the Old National Bank and Union Trust Company and the First 
National Trust and Savings Bank kept new deposits separate from 
other funds and put them in trust with the Federal Reserve Bank. 
They would not pay checks not cashed before they began operat- 
ing under the Stabilization Act except from new funds which the 
drawers of the checks deposited.^® The Old National continued to 

Session Laws of the State of Washington^ 23rd Session, p. 289. Governor 
Martin's declaration of a banking holiday came after a lengthy conference 
with bankers and officials of the Seattle Clearing House Association. The 
Governor said that the action of governors in some neighboring states in 
having proclaimed such holidays had had an adverse effect upon Washington's 
financial structure and necessitated '*some prompt action for the protection 
of the people of the state." Spokesman-Review, March, 3, 1933. 

^ These banks were operating under both the State Stabilization Act and 
the Couzens Act. The Couzens Act authorized the Comptroller of the Currency 
temporarily “to exercise with respect to national banks any powers which 
state officials might have with respect to state banks." Walter Wyatt, “Federal 
Banking Legislaion,” Bankim Studies (Washington: Members of the Staff, 
‘Board of Governors of the Federal Reserve System, Federal Reserve System, 
1941), p. 54. 
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operate its safe-deposit vaults and its insurance and trust depart- 
ments in the usual way. 

The country banks in the Old NationaFs system located in 
Washington also came under the Bank Stabilization Act. Those of 
the system located in Idaho operated under local holidays (fixed 
by the government authorities of the localities in which the affiliated 
banks of that state were situated). 

Though crowds filled the lobbies of both thfe Old National 
Bank and Union Trust Company and the First National Trust and 
Savings Bank on the morning of March 2, when these institutions 
began prohibiting withdrawal of deposits, they were orderly. Many 
people called at other banks in the city also but departed quietly when 
they found business going on in normal fashion. On the following 
morning, March 3, however, there was a ‘Tright inspired bank 
run,’^ which had virtually ceased by noon. This was probably 
attributable to the fact that three ^'strong institutions” — the Spo- 
kane and Eastern Trust Company, the Washington Trust Company, 
and the Security State Bank — ^were ‘‘open for business as usual 
and ready to pay all demands” despite the existence of the bank 
holiday, which the governor had proclaimed late Thursday, 
March 2P 

Vincent, president of the Old National Bank and Union 
Trust Company, and Kommers, president of the First National 
Trust and Savings Bank, issued a joint statement that It was 
certainly gratifying to observe the fine spirit in which the public, 
and their depositors in particular, responded to the action of their 
board of directors in bringing the Old National and First National 
under the new Bank Stabilization Act. They were especially ap- 
preciative of the many expressions of confidence and cooperation 
that had come from all sides, pronouncing the action “a courageous, 
protective step.” They pointed out that the great number of new 
accounts that were opened on March 2 under the Stabilization Act 
reflected the fact that the expressions of confidence were genuine. 
They declared in conclusion that they were confident that their 
action in operating their institutions under the Bank Stabilization 
Act was a protection to their loyal depositors in the face of the “wave 
of fear and panic” that was spreading throughout the land.^^^ 

Spokane Daily Chronicle, March 14 and 23, 1933. 

^Spokesman-Review, March 3, 1933. 
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The Old National Bank and Union Trust Company and the 
First National Trust and Savings Bank continued their new pat- 
tern of operation on March 4. Officials said that there were many 
deposits under the new plan. They had still received no informa- 
tion from the Comptroller of the Currency concerning the resump- 
tion of payments from old deposits and really expected none until 
the new Comptroller had taken office and sized up both the 
national and local situations. 

On March 5, both the Old National and the First National 
posted statements that they would make payments of withdrawals 
as soon as federal authorities fixed the percentages allowed. Officials 
reported an “encouraging growth’" in new deposits and said that 
“checking operations” against them were increasing. 

Banking operations in Spokane, and elsewhere in the nation, 
came virtually to a standstill on March 6 in conformity with the 
national banking holiday proclaimed by President Franklin D. 
Roosevelt. This state of affairs was to continue at least through 
Thursday, March 9. Spokane bankers praised the President for the 
energetic way in which he met the banking crisis. Twohy, repre- 
senting the Old National Bank and Union Trust Company and 
First National Trust and Savings Bank, was “delighted with the 
President’s proclamation,” which, he said, “should have the effect 
of restoring confidence and facilitate the handling of business.” 

On March 9, the day marking the end of the banking holiday 
as originally proclaimed, the banking situation in Spokane was 
about the same as it had been earlier except for “a greater spirit 
of hopefulness” created by the President’s message to Congress, 
On that date, the President issued a proclamation extending the 
banking holiday to March 13, and banks In Spokane, as elsewhere, 
were able to conduct business only under rules and regulations 
issued by the Secretary of the Treasury under that proclamation.^^ 

The Emergeny Banking Act passed by Congress and signed 
by the President on March 9 provided a plan for the reopening 
of banks.^® Both the Old National Bank and Union Trust Com- 
pany and the First National Trust and Savings Bank, together 
with the other banks in the Old National Corporation, which had 

^^Ibid., March 4, 6, and 11, 1933; Spokane Daily Chronicle, March 9, 1933. 

United States Statutes at Large, XLVIII, Part 1, Public Acts and Reso- 
lutions, Chap. 1, Title 11 (Washington: United States Government Printing 
Office, 1934), pp. 2-5. 
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been operating- under the state I^ank Stabilization Act and the 
Couzens Act, of course, came under the operation of this federal 
act. 

The First National Trust and Savings Bank was one of the 
five banks in Spokane to open on an unrestricted basis on March 14, 
after the expiration of the banking holiday. There was a heavy 
flow of funds into these banks, and there were surprisingly few 
withdrawals. Joseph W. Bailey, executive vice-president of the 
First National, said that one woman had asked to withdraw her 
entire account, but that most other customers had made deposits 
rather than withdrawals. A number of people had opened new 
accounts with the bank. Many of the banlds friends came in to 
offer congratulations on its reopening.^^ 

The Old National Bank and Union Trust Company received 
authorization to continue operating on the restricted basis under 
which it had been doing business since March 2, when it had gone 
under the state Bank Stabilization Act and the Couzens Act. At 
the same time, the United States Treasury Department, through 
the Comptroller of the Currency, announced the appointment of A. 
W. Witherspoon, a member of the Old Nationahs board of dir- 
ectors and its counsel, as conservator of the institution. The ap- 
pointment of a conservator under the federal Emergency Banking 
Act meant merely, as the name implied, that the conservator was 
to conserve the assets of the bank for the benefit of depositors 
with payment to all on a like basis. 

Bankers correctly regarded the appointment of a conservator 
for the Old National Bank and Trust Company as a preliminary 
step to its reorganization under the liberal and broad provisions of 
the Emergency National Bank Act of March 9, 1933, An examin- 
ation of the bank was under way even before the conservator was 
appointed— in order to expedite the steps of stabilization under 
his direction. The conservator's recommendations to the Comp- 
troller of the Currency would determine the successive steps of 
the bank under the Emergency Banking Act, 

The Emergeny Banking Act provided that '"while such banks 
are in the hands of the conservator, appointed by the Comptroller 
of the Currency, the Comptroller might require the conseiwator to 
set aside and make available for withdrawal by depositors and 

Daily Chronicle, March 14, 1933; Spokesman-Review, March IS, 
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payment to other creditors, on a ratable basis, such accounts 
as in the opinion of the Comptroller may safely be used for 
this purpose/’ This provision had no application, however, to new 
deposits under the special trust funds, which were kept apart from 
the .bank’s funds as before stabilization. Furthermore, the trust 
funds were subject to total withdrawal at any time. 

The Act further provided that a plan for reorganization should 
become effective only when the Comptroller was satisfied that 
it was fair and equitable to all depositors, creditors, and stock- 
holders, and that it was in the public interest. The Comptroller 
was then to approve the plan with such additions, limitations, and 
restrictions as he might impose.^^ 

Officials of the Old National Bank and Union Trust Company 
were directing attention to an item by the Associated Press from 
Washington, D. C., in which Secretary of the Treasury Woodin 
said that the appointment of conservators for 'Tanks of high 
repute” did not indicate necessarily that they were in trouble. 
The Secretary of the Treasury explained that there were many 
complications — some of them concerning affiliated enterprises — 
which made it impractical for banks to open fully. He pointed out 
that conservators, in many instances, were necessary for the 
purpose of insuring that the banks would be put in what he 
called "apple pie” order, pending reorganization or other necessary 
adjustments. He stressed the fact that the Emergency, or Con- 
servation Act, provided that the conservator would be in com- 
plete charge of the bank and its affairs under the direction of the 
Comptroller of the Currency.®* 

Meanwhile, in accordance with President Roosevelt’s plan for 
the gradual reopening of the nation’s banks, country banks were 
due to reopen on March 15. Two of the Old National Corporation’s 
twenty country banks in the Inland Empire, the First National 
Bank of Grandview and the First National Bank of Sprague, re- 
opened on that date. A third, the American Trust Company of 

^Spokesman-Review^ March 15, 1933. 

Ibid. The functions of the conseryator were somewhat similar to those of 
a receiver, but the law did not require him to place a bank in liquidation. 
Where reorganization was necessary, the conservator was allowed to follow a 
simplified procedure which required the approval of a smaller proportion of 
the depositors and stockholders than older methods had necessitated. Federal 
Reserve Board, Annual Report, 1933 (Washington: Board of Governors of 
the Federal Reserve System, 1933), pp. 262-63. 
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Couer d’Alene, Idaho, reopened on March 21.^® Officials of the 
Old National Corporation expected its other banks to reopen “as 
examinations were made in accord with the treasury department 
orders.”^^ 

Auditors continued to work at full speed in making a thorough 
examination of the Old National Bank and Union Trust Company 
under the supervision of A. W. Witherspoon, its conservator. 
It was understood that plans for reorganizing and reopening the 
institution as soon as possible were in progress. There was a pos- 
sibility that authorities might release a portion of the old deposits 
during the course of the reorganization. The bank was still accept- 
ing new deposit trust account funds, which were always available 
in whole or in part and which many business concerns were using 
to carry on their normal activities. On March 21, Witherspoon 
reported that the audit of the Old National was being carried on 
with all possible expedition. He said that he would hurry the 
auditors’ report and his own recommendations to the Comptroller 
of the Currency for action just as much as possible.^® 

On March 31, 1933, Twohy, chairman of the board of directors 
of the Old National Bank and Union Trust Company, in a letter 
to the depositors of that institution, gave his version of the events 
which had led up to the bank’s going under the Bank Stabilization 
Act, explained the nature and scope of the bank’s activity under its 
conservator, and reported the progress that was being made in 
connection with the program for getting the bank back into normal 
operation. He wrote as follows: 

You are naturally interested in the affairs of this bank, and while we are 
yet unable to give you definite information as to the full resumption of busi- 
ness, we are glad to report progress. The patience and loyalty of our depositors 
is most heartening, and we can assure you that the safety of funds intrusted 
to us by those depositors has been our first consideration at all times, 

It must have been apparent to everybody that the banking situation 
throughout the country was approaching a crisis for several months. The 
newspapers, radio programs and street gossip wcx'c filled with disturbing 
statements about the banks, and public confidence was seriously undermined. 


““The fact that the Old National Bank and Union Trust Company was in 
the hands of a conservator complicated the problem of reopening many banks 
in northern Idaho, because part of their funds were in it Spokesman-Review, 
March 17, 1933. This was also probably true of some of the banks in eastern 
Washington. 

” Spokane Daily Chronicle, March 15 and 21, 1933. 

Ibid,, March 16 and 21, 1933 ; Spokesman-Review, March 22, 1933. 
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The volume of deposits was shrinking, both because of legitimate needs of 
depositors in a period of economic stress, and because of fear, which resulted 
in withdrawal of deposits for hoarding. 

All of this finally culminated in the series of holidays declared by 
communities and states, until the president found it necessary to issue his 
bank holiday proclamation for the nation immediately after his inauguration 
on Mai'ch 4. 

The emergency bank act was passed by Congress, March 9. This provides 
that if in the judgment of the Comptroller of the Currency certain banks 
require some readjustment in their capital structure before receiving licenses 
for reopening, that conservators be appointed for them, under whose direction 
the changes would be made and the banks rehabilitated and reopened 
for business. 

March 14, A. W. Witherspoon was appointed conservator of the Old 
National Bank and Union Trust Company, with authority to handle its 
affairs under direction of the Comptroller of Currency. All assets will be 
conserved for the primary benefit of depositors and all will be treated 
alike, without preference of any kind. 

As was made plain in the legislation and later statements by the president 
and secretary of the treasury, the placing of a bank in the hands of a 
conservator does not mean that it is closed but for the present is unable to 
make loans or permit withdrawals from balances on the books of the bank at 
the time it went under the stabilization act or on a holiday. 

It permits a bank to accept and pay out deposits on special trust accounts, 
handle and clear checks and otherwise serve its customers through the trust, 
safe deposit, escrow, and collection departments, and assist as far as possible 
with the normal conduct of the business of the community. 

During the disturbed period of last year, and particularly following the 
closing of some of the Spokane banks in April and May, deposits in the 
Old National Bank shrunk [sic] from $18,000,000 to about $11,000,000. 

It was impossible to shrink loans correspondingly at a period when 
commodity prices were at the lowest in modem history, and all property 
values cut in two, without working great hardship on the producers of the 
region and those who were conducting the business of the community. 

This bank has always been a constructive force and has rendered assistance 
to farmers, stockmen, manufacturers, and business institutions even at times 
when it meant sacrifice on the part of the bank. Drastic liquidations of 
customers’ papers has always been contrary to its policies. 

This period of depression has been more severe and lasted longer than any 
one could foresee. There is no reason to suppose, however, that history will 
not repeat itself and business again improve, with a rising price level, which 
will permit of orderly liquidation of these loans. 

Furthermore, the passage of farm legislation by Congress will undoubtedly 
restore the buying power of the farmer, stimulate business and soon make 
available funds tied up in what are now considered slow loans. 

In addition to its loans the bank also has considerable investment in 
high-grade bonds, which due to the general situation, are selling far below 
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their intrinsic value, and it does not seem the part of good business to 
sacrifice them on a market that will unquestionably show reasonable recovery. 

A thorough examination of the bank is being made under the direction 
of the Comptroller of the Currency and the Conservator, which when completed 
will indicate the necessary steps to be taken to insure the cooperation of the 
depositors, and shareholders, whereby the Old National Bank and Union 
Trust Company may resume its normal activities and do its full share in 
serving the people of Spokane and the Inland Empire.^® 

As this letter indicated, the chairman of the board of dir- 
ectors of the Old National Bank and Union Trust Company, 
therefore, was now thoroughly aware of the tremendous scope of 
the drastic economic upheaval which had taken place not only in 
Spokane and the Inland Empire but also throughout the nation 
and the other countries of the world. He realized that— because of 
the prolonged duration, the extreme severity, and the broad extent 
of the depression, and the very low price level which it had 
occasioned — the great, shrinkage of the deposits of his bank had 
made it impossible to reduce the loans sufficiently to correspond 
with the decline of the deposits without exacerbating further the 
already depressed business activities of the area. At this point, 
he was apparently unaware of any likelihood of changes in per- 
sonnel and in policy in connection with the reorganizing and 
reopening of the bank. 

As a matter of course, there was much speculation in Spokane 
and the Inland Empire as to the date and conditions of the reopen- 
ing of the Old National Bank and Union Trust Company — an 
institution which, for a little over a third of a century, had pointed 
the way for much of the area’s development. Observers thought 
that they saw the ''general plan” for its reorganization and reopen- 
ing, when, on March 25, the Reconstruction Finance Corporation 
announced the rules under which it would assist banks to reorganize 
and resume operations through the purchase of the "newly created 
preferred stock of the Institutions.” These rules involved: (1) the 
thorough investigation of the bank’s assets by bank examiners; 
(2) formulation of a plan for the issuance of preferred stock in 
sufficient amount "to take up any frozen or slow assets”; (3) 
the sale of this preferred stock to the Reconstruction Finance 
Corporation and perhaps to stockholders and depositors; and (4) 
the reopening of the bank "in fully liquid and solvent condition, 
with large cash reserves, bonds and securities at market values and 


^ Spokesman-^Review, April 1, 1933. 
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notes and commercial paper at current sound appraised values/" 
Witherspoon, the conservator of the Old National Bank and Union 
Trust Company, said that he was glad to know that the Recon- 
struction Finance Corporation had set up its rules, but lie declined 
to comment concerning future action for the Old National Bank 
and Union Trust Company.^® 

By the last of April, observers were predicting that the Old 
National Bank and Union Trust Company would reopen by June 1. 
Flowever, Witherspoon — who said that in his opinion, ‘Tased upon 
the condition of assets as revealed by examination,” the reorganiza- 
tion and reopening of the institution was certain — refused to esti- 
mate the time required to work out the reorganization. He said 
that the national bank examiners had been “most thorough” in 
their detailed examinations of every department in the bank and 
their appraisal of every one of its assets. These examiners were 
then in the process of preparing their report, which, together with 
the conservator’s recommendations relative to reorganization, would 
go forward to the Comptroller of the Currency the latter part of the 
next week. 

The approval of the Comptroller was necessary for this report 
and for every other step in the reorganization. Therefore Wither- 
spoon emphasized the fact that, though the conservator (who would 
undoubtedly be susceptible to the influence of officials of the Old 
National Bank and Union Trust Company) would suggest a plan 
for reorganization, it would be subject to possible modification or 
redrafting. He said that in similar reorganizations elsewhere the 
Comptroller had insisted upon “very conservative programs” in 
order to guarantee the soundness of the reopened institutions. Al- 
though he and those associated with him at the Old National Bank 
and Union Trust Company subscribed to this view, they were 
determined “to effect a release of as large a percentage of deposits 
as possible.”®^ 

Witherspoon, in a conversation by telephone from Washing- 
ton, D. C., with A. E. Reid, assistant conservator of the Old 
National Bank and Union Trust Company, on June 1, 1933, stated 
that the steps being taken to reopen that institution were progress- 
ing in an “encouraging manner.” On the same day, Witherspoon 
telephoned the Spokesman-^Review that he was much encouraged 

^Spokane Daily Chronicle^ March 25, 1933. 

April 2% 1933. 
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by developments in connection with his conferences at San Fran« 
cisco and Washington. He said that matters had proceeded to the 
point that examiners of the Reconstruction Finance Corporation 
had been instructed by the Washington office to make an examin- 
ation of the assets of the Old National Bank and Union Trust 
Company, which would take a week or ten days. Then after the 
examination, the Comptroller of the Currency and the Recon- 
struction Finance Corporation would have to consider the plan of 
reorgani 2 ation, Witherspoon said that he could not announce the 
details of the plan until the report had been approved by the 
Comptroller's Office.®^ 

On June 27, 1933, the Special Correspondent of the Spokesman- 
Review reported that the Reconstruction Finance Corporation had 
been informed that day that its examiners had about completed 
the survey of the assets of the Old National Bank and Union 
Trust Company in Spokane and that the report should reach 
Washington soon after July 4. He stated that the Reconstruction 
Finance Corporation would give no consideration to the application 
of the bank for a loan to aid in the bank's reorganization until 
it had received and studied the examiners' report and the specific 
data requested. 

This correspondent said that the officials of the Old National 
Bank and Union Trust Company had proposed that the Recon- 
struction Finance Corporation purchase sufficient preferred stock 
of the bank to permit restoration of its capital and to allow the 
bank to resume operations. These officials, however, had not in- 
dicated the amount which they hoped to have the Reconstruction 
Finance Corporation subscribe, inasmuch as the amount would 
necessarily depend upon the value of the institution's liquid assets 
as determined by the examiner.s.®*'* 

Meanwhile, by the middle of June, 1933, the idea of reorgan- 
izing the Old National Bank and Union Trust Company, so that 
it might take advantage of the provisions of dhe Banking Act of 
1933 permitting branch banking, was under consideration,®"^ One 

^^Spokesman-Review, June 2, 1933. 

The surprising rise in the price^ of wheat by the latter part of June, 1933, 
pused the officials of the Old National Bank and Union Trust Company to 
believe that the bank would be benefited materially through an increase in the 
value of much of its paper. Spokesman-Review, June 28, 1933. 

” This Act amended the McFadden-Pepper Act of February 25, 1927, so as 
to empower national and state member banks to establish branches outside 
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obstacle to this plan, however, was that the Old National Bank 
and Union Trust Company owned stock in banks in both Wash- 
ington and Idaho. Therefore, to follow this plan of reorganization 
meant that the Old National Bank and Union Trust Company 
would be obliged to divorce its affiliates in Idaho. And some of 
these banks were reputed to be the strongest in the Old National 
group. As matters stood in the latter part of June, 1933, however, 
it was clear that no move would be made in Washington, D.C., 
toward reopening the Old National Bank and Union Trust Com- 
pany until a definite report on its liquid assets could be received 
and studied by both the Comptroller of the Currency and the 
Reconstruction Finance Corporation.^® 

The Spokesman-Review of July 2, 1933, carried the news 
that the Reconstruction Finance Corporation’s agency in Spokane 
had completed its examination of the assets of the Old National 
Bank and Union Trust Company on July 1 and found the "'asset 
position” of the Old National Bank and Union Trust Company 
qualified for a loan from that institution. It was assumed, there- 
fore, that it had reported favorably for a loan for the Old National 
Bank and Union Trust Company. 

The bank’s executives evidenced a feeling of confidence that 
favorable events were not distant. Therefore, Witherspoon, con- 
servator, and Twohy, chairman of the Old National Bank and 
Union Trust Company’s board of directors, made plans to leave 
for Washington on July 3. 

On July 8, 1933, the Spokesman-Review revealed that the 
Old National Bank and Union Trust Company of Spokane, in 
its reorganization plan then under consideration by the Comptroller 
of the Currency and the Reconstruction Finance Corporation, had 
asked for a loan of slightly more than $3,000,000. The proposal 
was that the loan of $3,000,000 be made by the Reconstruction 
Finance Corporation to the Investment and Securities Corporation 
of Spokane, the liquidating agent, which in turn would pass the 
money along to the bank, and that the security be the liquid assets of 
the Old National Bank and Union Trust Company. In addition 
to this, the bank had asked the Reconstruction Finance Corpor- 


of their head-office cities where permitted to do so by the laws of the state in 
which the banks operated. See twentieth Annual Report of the Federal Re- 
serve Board . , . , 1933, “Banking Act of 1933,” Sec. 23, par. c. 
Spokesman-Review i June 14, 1933. 
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ation to purchase $500,000 of the preferred stock of the re- 
organized bank. 

The Comptroller of the Currency and the Reconstruction Fi- 
nance Corporation were unable to form an opinion on the plan 
until they had completed their analyses of the banlds assets as 
reported by their respective examiners. The Reconstruction Finance 
Corporation would be the first to pass judgment and would forward 
the application to the Treasury Department only if it approved 
the plan and believed that it would be acceptable to the Comptroller. 

On July 19, 1933, the directors of the Reconstruction Finance 
Corporation authorized a loan of $3,750,000 to rehabilitate the Old 
National Bank and Union Trust Company of Spokane and its 
affiliates in the Northwest. In announcing that the Reconstruction 
Finance Corporation had acted favorably, Jesse H. Jones, Chai’^i- 
man of the Reconstruction Finance Corporation, declined to state 
what percentage of deposits in the banks would be released if the 
loan would be completed. The reason advanced for declining to 
give the percentages was that there was some variation among the 
banks and that, until the final approval was given, such informa- 
tion would be premature. Also, because the deal could not be 
consummated without the Comptroller's approval of the plan for 
reorganization, the Corporation did not usually make public any 
information on loans of this character until the Treasury Depart- 
ment had approved them.®® The Comptroller said that the plan 
for reopening the banks was under consideration, but that develop- 
ments had not reached the point where he was willing to make 
announcements,®^ 

The Comptroller of the Currency, J. F. T, O'Connor, signed 
an elaborate plan for the reopening of the Old National Bank 
and Union Trust Company and those of its affiliates which were 
still closed on July 24, 1933, He declined to make any statement 
regarding the plan which he had approved and stated that all 
information regarding the reopening of the Old National Bank 
and Union Trust Company and its affiliated banks would have 
to come from Witherspoon, the conservator. After the Comp- 
troller had acted upon the plan for opening the Old National 

**This procedure was followed because the Comptroller of the Currency 
had found that premature information regarding such deals often proved em- 
barrassing and sometimes resulted in their being overthrown. 

Spokesman-^Review, July 20, 1933. 
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Bank and Union Trust Company and affiliates, Witherspoon went 
into a scries of protracted conferences with officials of the Comp- 
troller’^s Office and of the Reconstruction Finance Corporation. 
Following these conferences, he outlined the plan which the Comp- 
troller of the Currency had announced. 

According to this plan, the loan of $3,750,000, which the Re- 
construction Finance Corporation had tentatively approved earlier 
and had finally authorized immediately preceding the Comp- 
troller's announcement, would make funds available: (1) to pay 
for the subscription to $500,000 of this preferred stock of the Old 
National Bank and Union Trust Company by the Reconstruction 
Finance Corporation; (2) to provide $2,400,000 to take care of 
obligations of the Old National Bank and Union Trust Company 
on bills payable as of the date of the conservator's appointment; 
(3) and to supply $850,000 for ‘'affiliated banks on a 100 per cent 
basis." The plan requireckthat depositors of the Old National Bank 
and Union Trust Company waive their claims for payment on 
60 per cent of their deposits. This made it possible to release the 
other 40 per cent of the deposits as soon as depositors holding 
75 per cent of the "dollar volume" of deposits had signed the 
waivers and subscribed to the plan announced by the Comp- 
troller for the reorganization and reopening of the bank.®® 

Under the plan of reorganization, the Old National Bank 
and Union Trust Company was to repay the Reconstruction Finance 
Corporation first the amount borrowed from that institution. After 
that loan was repaid, subsequent earnings were to be applied to 
repaying depositors. The 60 per cent of the deposits to which 
dex)Ositors had waived their claims temporarily represented assets 
that were set aside for that purpose. No part of the assets of the 
Old National Bank and Union Trust Company were put up to 
secure the $850,000 that was lent to the Investment Security 
Company. That loan was secured by the assets of the Old National 
Corporation. This proposed reorganization of the Old National 
Bank and Union Trust Company and its affiliates was planned 
to put them in condition, without further capital changes, to get 

^ lUd., July 25, 1933. In the interest of conservatism, the Comptroller in- 
sisted upon adherence to the “60-40 plan,'' which he had generally followed in 
reopening national banks, in preference to the “50-50 plan,” which officials of 
the Old National Bank and Union Trust Company had advocated. The only 
difference between the two schemes was that depositors would have to wait 
a little longer for only 10 per cent of their deposits. 
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under the federal guarantee of deposits law, which was to become 
effective January 1, 1934. 

Witherspoon expressed the opinion that the depositors of the 
Old National Bank and Union Trust Company would eventually 
recover 100 per cent on the dollar. At that time, however, he 
would venture no definite prediction as to the time when the 
Old National Bank and Union Trust Company and the affiliates 
might be expected to resume business beyond saying that it would 
be resumed as soon as depositors holding 75 per cent of the ^'dollar 
volume’' of deposits had signed waivers, and he would venture 
no guess as to how long that would require,^^ 

Naturally the news that the Old National Bank and Union 
Trust Company might soon resume operation created much excite- 
ment in Spokane. The release of 40 per cent of the deposits of that 
institution and its closed affiliates throughout the Inland Empire 
would amount to about $9,000,000. It was not surprising that, in 
an interview in the Spokesman-Review on Monday, July 24, 1933, 
Fred K. Jones, president of the Chamber of Commerce, welcomed 
the reopening of the Old National Bank and Union Trust Company 
and its affiliates as an event of the greatest moment to the com- 
munity. Other prominent business men also stated in the Spokes- 
man-Review that the release of $9,000,000 in the community meant 
the rejuvenation of business in the area.^® 

For a few days following July 24, 1933, Witherspoon re- 
mained in Washington and prepared the waivers, agreements, and 
other forms which had to go to the depositors of the Old National 
Bank and Union Trust Company, It was necessary to secure the 
Comptroller’s approval of them before they could be sent out. 
Witherspoon and Twohy, after having been in conference with 
government agencies in Washington for three weeks, during which 
they had rounded out the details of the rehabilitation and reopen- 
ing of the Old National Bank and Union Trust Company, returned 
to Spokane on July 31, 1933. 

Twohy, chairman of the board of directors of the Old National 
Bank and Union Trust Company, announced that this detailed plan 
would be mailed to depositors as quickly as possible. He hoped that 

Some of the officials of the Old National Bank and Union Trust Com- 
pany in Spokane, however, expected to hear from the necessary number of 
depositors within ten days after the latter had received the waivers and copies 
of the plan. 

^ Spokesman-Remew, July 25, 1933. 
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prompt acceptance on the part of the depositors would make it 
possible to put into effect without much delay the program approved 
by the Comptroller of the Cun'cncy. 

According to Twohy, the government agencies in Washington 
had been helpful No license to reopen the Old National Bank 
and Union Trust Company was to be granted, however, until 
every legal requirement or request had been met in connection 
with the institution and the chances for its success had been an- 
alyzed and every safeguard invoked for the protection of the 
depositors.'*^ 

Meanwhile it had become clear that it would be necessary for 
stockholders to choose permanent officials of the Old National 
Bank and Union Trust Company — all elections of officers being 
subject to approval by the Comptroller of the Currency, the Federal 
Reserve Board, and the Reconstruction Finance Corporation. There 
was great speculation as to whether the bank would resume normal 
operations with its old officials or would elect new onesd® 

The last action preliminary to the submission of the plan for 
the rehabilitation and reopening of the Old National Bank and 
Union Trust Company and its closed affiliated banks took place 
on August 4, 1933. On this date, the directors of the Old National 
Bank and Union Trust Company, the Old National Corporation, 
and the Investment and Securities Corporation gave formal ap- 
proval to the program. Also, on the same day, those In charge of 
the Old National Bank and Union Trust Company mailed the 
first lot of statements, waivers, and copies of a letter from Wither- 
spoon, the conservator, to the approximately eighteen thousand 
depositors of the bank."^® 

The conservator's letter, which stated that the Comptroller of the 
Currency had approved a loan of $3,750,000 to make possible the 
reopening of the Old National Bank and Union Trust Company, 
explained in detail the program for its rehabilitation and reorganiza- 
tion, The main object of the plan was the protection of the inter- 
est of depositors, taking into consideration the desirability of (1) 
releasing immediately a large percentage of the deposits, (2) 
assuring the ultimate distribution of the maximum amount of 

Aug. 1, 1933. 

July 25, 1933. 

^ Ibid., Aug. S, 1933. According to the plan, it was not necessary to send 
statements to depositors of the affiliated banks, 
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proceeds, (3) conserving and administering economically the assets 
held for gradual liquidation, and (4) conducting the affairs of the 
bank so as to make it eligible for insurance of deposits by the 
Federal Deposit Insurance Corporation, which was to begin opera- 
tion on January 1, 1934. 

According to the proposed plan for the reopening of the Old 
National Bank and Union Trust Company, 40 per cent of the 
funds of the respective depositors were available for withdrawal 
on demand,^"^ For the remaining 60 per cent, the Investment and 
Securities Company,^® subject to the prior claims of the Recon- 
struction Finance Corporation, would issue to each depositor a 
'‘certificate of participation” which represented a ratable participa- 
tion in all assets which it held. These certificates had the added 
protection of a pledge of the assets and earnings of the Old National 
Corporation and its affiliated institutions to the extent of its 
owernship in each. They were to bear 2 per cent cumulative inter- 
est until they would be retired on a "ratable basis” as the Investment 
and Securities Company realized upon assets after it had repaid 
the loan of the Reconstruction Finance Corporation. 

There were to be substantial alterations in the capital structure 
of the Old National Bank and Union Trust Company. Its existing 
common stock (that is, its entire stock) was to be reduced from 
$1,500,000 to $500,000. Preferred stock in the amount of $500,000 
was to be issued to the Investment and Securities Company for 
cash from some of the proceeds of the loan from the Reconstruction 
Finance Corporation. 

The "transferred assets” of the Old National Bank and Union 
Trust Company (that is, bonds held by the Chase National Bank 
of New York City for the bank's account and the slow, criticized, 
and charged-off assets of the bank) served as security for 
$2,400,000 of the Reconstruction Finance Corporation's total loan 
of $3,750,000. The Old National Corporation, which owned all of 
the common stock of the Old National Bank and Union Trust 
Company except the "qualifying shares of the directors” for which 

*^All funds of secured deposits were available on demand. Apparently 
these deposits were those whidi their owners had placed in the bank in new 
or segregated accounts during the period when the institution was under the 
state Bank Stabilization Act and the Couzens Act and prior to the time when 
the Comptroller of the Currency stipulated that readjustments were necessary 
before officials could reopen the bank. Above, pp. 187-91. 

" The liquidating agent for the Old National Bank and Union Trust Com- 
pany. 
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the owners had paid cash, pledged all of its assets (including its 
holding of common stock) — not only in the Old National Bank and 
Union Trust Company but also in the other banks in its group — 
for an additional loan of $850,000 for the purpose of eliminating 
the slow and unacceptable assets of the other banks which it con- 
trolled, so that they might reopen simultaneously with the Old 
National Bank and Union Trust Company. 

The conservator then emphasized the fact that, for the pro- 
posed plan for the rehabilitation and reorganization of the Old 
National Bank and Union Trust Company to become effective, 
it was necessary that the owners of 75 per cent of the total 
deposits of the Old National Bank and Union Trust Company 
exclusive of the secured deposits assent to it in writing. Therefore, 
he urged depositors to sign and return the enclosed waivers 
promptly, so as to expedite the reopening of the bank, which, ac- 
cording to the Comptroller of the Currency, could resume opera- 
tion on or before November 15, 1933, depending upon when its 
officials could meet stipulated requirements. He stressed that 
prompt action in approving this plan, which would result in both 
the immediate release of the greatest amount of deposits possible and 
the establishment of an efficient and economical method for realiz- 
ing on withheld assets, was vitally important not only to the 
depositors themselves but also to the residents of Spokane and 
the '^tributary territory.*' 

The conservator went on to point out that the alternative 
to the approval of the proposed plan was to force the institution 
into receivership. Such action would necessitate liquidation which 
would not only result in delay, costs, and a sacrifice of values 
through forced liquidation by the bank's debtors but would also 
probably prevent the release of any funds at all for several months. 
Because the Comptroller of the Currency would continue his 
supervision and examination and because the Reconstruction 
Finance Corporation would exercise voting rights on the preferred 
stock, make examinations of the bank, and have voice in its man- 
agement, there was no question as to increased vigilance by the 
federal government.'*® 

The response of the depositors of the Old National Bank and 
Union Trust Company was generally favorable. The number of 


^ Spokesman-Review^ Aug. 5, 1933; Moody* s Manual . . . , 1934^ p. 197. 
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waivers in the mail on August 18 and 19 was so large that ob- 
servers believed that the required number would be reached within 
the following week or ten days. Although waivers representing only 
75 per cent of the '"dollar volume’' of deposits were necessary under 
the plan, Witherspoon, the conservator, desired that all depositors, 
large or small, sign them. He stated that it was necessary to have the 
support and good will of everybody interested in order to make 
the Old National Bank and Union Trust Company the "big bank" 
which its officials confidently expected it to become. 

On August 19, 1933, the conservator of the bank announced 
that more than 66 per cent of the "dollar volume" of deposits, an 
amount of only 9 per cent less than the 75 per cent which was 
required to make the new plan operative, had been signed by the 
depositors. He pointed out that considerable ambiguity existed among 
some of the depositors as to the effect of refusing to sign waivers. 
Some were of the opinion that those who did not sign would be 
able to withdraw their entire accounts after the bank had re- 
opened. He explained that this was an error, because the National 
Bank Conservation Act provided that, when depositors represent- 
ing 75 per cent of the bank's deposits signed waivers, that action 
was binding upon every depositor. He stressed the fact that all de- 
positors, after ratification of the "waiver agreement," could with- 
draw only 40 per cent of their respective deposits. For the 60 per 
cent of his deposits untouched, the depositor would receive a par- 
ticipating certificate which would bear 2 per cent interest for the 
time that the funds were tied up. He stated further that, as the 
Investment and Securities Company, a subsidiary of the Old 
National Bank and Union Trust Company, liquidated the slow 
paper of the bank, and after the obligations due the Reconstruction 
Finance Corporation had been met, the depositors would receive 
payments on the remaining 60 per cent of their deposits. 

Fred Hovey of Washington, D.C., a special examiner in the 
bank division of the National Board of the Reconstruction Finance 
Corporation, who had come to Spokane to expedite the rehabilita- 
tion and reopening of the Old National Bank and Union Trust 
Company, was especially encouraged by the large number of waivers 
that had come through the mail. He said that the volume of re- 
turned waivers was outstanding among banks that had been 
reopened since the banking holidays. He declared that this plainly 
indicated a wish for an early reopening of the institution and prom- 
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ised that, as soon as the necessary number of waivers had been 
signed by the Old National Bank and Union Trust Company's 
depositors, the Reconstruction Finance Corporation and the Federal 
Reserve Branch Bank of Spokane would move swiftly to get the bank 
in action, for all of the plans for reorganizing and reopening were 
already complete. He himself planned to remain in Spokane until 
the bank reopened.^^ 

The signing of waivers by depositors of the Old National 
Bank and Union Trust Company in conformity with the reorganiza-” 
tion plan had progressed so favorably that by September 3, 1933, 
it seemed likely that the goal of 75 per cent of the total of the 
bank's ''dollar volume” of deposits would be reached within one 
week's time. Observers were venturing the opinion that the reopen- 
ing of the Old National Bank and Union Trust Company would be 
around the middle of September. A sufficient number of individual 
depositors had already signed the waiver agreement, and the ob- 
jective of 75 per cent of the "dollar volume” of deposits would be 
attained as soon as a number of corporations and conservators of 
other banks sent in their signed waivers. The receipt of those 
waivers was being held up only by legal formalities.^® 

Depositors of most of the Old National Bank and Union Trust 
Company's closed affiliated banks located throughout the Inland 
Empire were in the group which had not returned their waivers. 
Waivers signed by the conservators of such institutions had to go 
to the Comptroller of the Currency at Washington, D. C., to be 
approved. These waivers had been forwarded to this official some- 
time previously and were awaiting their turn. 

Meanwhile, the posting of the Old National Bank and Union 
Trust Company's 18,000 accounts under the plan permitting the 
withdrawal of 40 per cent of deposits was well under way. Col- 
lateral securities for the Reconstruction Finance Corporation loan 
had been checked and awaited only indorsement, which would come 
immediately after the receipt of the necessary waivers. Fred Hovey, 
the representative of the board of the Reconstruction Finance 


Spokesman-^Review, Aug. 20, 1933. Hovey had been a banker in Omaha, 
Nebraska, for several years before he became connected with the Reconstruc- 
tion Finance Corporation. 

^Waivers of deposits by corporations had to be approved by resolutions of 
their boards of directors. With concerns whose directors* meetings are held 
only occasionally and whose board members arc widely scattered, a board 
meetinir in the summer is not a speedy procedure. 
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Corporation, said that only a few days would elapse from the time 
that the required number of depositors had signed waivers until a 
license would be issued by the Comptroller’s office for the resum- 
tion of business by the Old National Bank and Union Trust 
Company.*^® 

During the first few days of September, optimism prevailed 
concerning the resumption of normal operations by the Old National 
Bank and Union Trust Company at an early date. On September 6, 
it seemed to some that September 18, or perhaps September 17, 
would be the probable date of the reopening of the Old National 
Bank and Union Trust Company.®® 

On September 9 the Comptroller of the Currency sent a tele- 
gram to Witherspoon, conservator of the Old National Bank and 
Union Trust Company of Spokane, requesting him to submit as 
soon as possible a list of new officers for the bank. It was 
necessary for the Comptroller of the Currency, the members of the 
Federal Reserve Board at Washington, D. C., and the board of 
directors of the Federal Reserve Bank at San Francisco to approve 
the personnel of the bank before it could reopen. A writer in the 
Spokesman-Review of Sunday, September 10, 1933, observed that 
the Comptroller had no late advices as to the rate at which de- 
positors had been signing waivers, but that he did state that numer- 
ous details had to be arranged prior to the bank’s opening. The 
Comptroller did not expect the bank to secure a new license and 
begin operations within the following two weeks. 

Meanwhile it was becoming increasingly clear that there would 
have to be a reorganization of the Old National Bank and Union 
Trust Company’s executive personnel, as there had been of its 
capital structure. Between September 5 and 10, L. L. Madland 
of San Francicso, a national bank examiner, conferred in Spokane 
with Fred Hovey, the representative of the Board of the Recon- 
struction Finance Corporation of Washington, D. C. Apparently 
the matter of the official personnel of the reorganized bank was 
the problem under discussion. Presumably following a request from 
the Comptroller for a list of the proposed officials of the re- 
organized bank, those in charge of the Old National Bank and 
Union Trust Company scheduled a meeting of directors of the 
institution for the evening of September 8 to take action on the 

^Spokesman-Review, Sept 3, 1933. 

^Ibid,, Sept 6, 1933. 
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matter of personnel and thus to expedite the reopening of the 
bank. When the time for the meeting came, however, they found 
that, Twohy, chairman of the board, had left the city, and there- 
fore the meeting did not take place. 

In the opinion of his friends, Twohy had gone to protest to the 
Comptroller of the Currency against the rumored attempt to exclude 
from the official family of the reorganized bank both him and the 
group of officials who had been closely associated with himN 
According to local rumor, Witherspoon, conservator of the Old 
National Bank and Union Trust Company, was to have become 
president; and N. A. Telyea, a well-known banker of Montana, 
was to have become a vice-president.®^ 

In view of the Old National Rank and Union Trust Company’s 
long and effective leadership as Spokane’s largest bank and as an 
institution avowedly interested in promoting the development of 
Spokane and the Inland Empire, a telegram to the Comptroller of 
the Currency from Carl L* Shuff, a Spokane attorney, who had 
been a member of the governor’s official family during the ad- 
ministration of Governor Hart, was significant. In connection with 
the rumor that ‘'the government” was going to replace Twohy and 
Vincent upon the reopening of the Old National, Shuff said: 

That bank has never placed a dollar of its funds in profitable call 
market, but has made its loans in Spokane and adjacent territory for con- 
structive purposes. Its failure to reopen after the banking holiday, belated 
in this state, was no fault of the management, which never has been criticized. 
The experience, conservatism, and high ethics of Messrs. Twohy and Vincent 
are essential to success and growth of the bank upon reopening, and their 
displacement, unquestionably will be deeply resented in the community. Urge 
searching inquiry into motives underlying any proposed change of former 
management,®^ 

Ry September 16 the Comptroller of the Currency and officials 
of the Reconstruction Finance Corporation, who had been re- 
ceiving reactions from numerous quarters In the ‘‘intensely bitter 
feud” raging between Witherspoon and Twohy concerning the re- 
organization of the executive and managerial personnel of the 
Old National Bank and Union Trust Company, reportedly had 
decided that it was time “to inject new blood and subordinate 

“ These were reportedly : W. J. Kommers, vice-president of the ^ Old 
National Bank and Union Trust Company and manager of the Old National 
Bank Building; W. J. Smithson, vice-president; J. W. Bradley, vice-president; 
and B. L, Jenkins, cashier. 

Spokesman-Review f Sept 13, 1933. 

^^Ibid., Sept 16, 1933. 
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both Twohy and Witherspoon and their respective partisans/* At 
this time it seemed that Twohy, although unable to retain his old 
power, would continue to have a position as an official in the 
bank. It appeared, too, that, although Witherspoon would be un- 
able to secure A. E, Reid’s selection as president, he would be able 
to insure his getting a prominent position in the bank.®'^ 

As conservator, Witherspoon announced the following slate of 
officers for the reorganized Old National Bank and Union Trust 
Company on September 16: D. W. Twohy, chairman; W. D. Vin- 
cent, vice-chairman; N. A. Telyea, president; A. E. Reid, executive 
vice-president; O. K. Moody, vice-president and credit officer; 
W. E. Tollenar, vice-president; E. K. Sweeney, vice-president and 
trust officer; J. E. McWilliams, cashier; R. W. Jones, assistant 
cashier; E. C. Reed, assistant cashier and associate trust officer; 
C. F. Hamblin, assistant cashier and associate trust officer; and 
E. P. Randall, assistant cashier.®® Despite earlier predictions, there 
was very little '"new blood” in this group. All had been with the 
Old National organization for many years, with the exception, 
of course, of Telyea, who very recently had come from Montana 
for the express purpose of becoming president of the Old National 
Bank and Union Trust Company. Twohy was the former chairman 
of the board of directors of the Old National Bank and Union 
Trust Company and president of the Old National Corporation. 
Vincent was the former president of the Old National Bank and 
Union Trust Company. A, E. Reid was vice-president of the 
Old National Corporation and manager of country banks. Moody, 
Tollenar, Sweeney, McWilliams, E. C. Reed, and Randall had 
been assistant cashiers at the Old National Bank and Union Trust 
Company, Jones and Hamblin had also been employed by the Old 
National organization for many years.®® 

On September 22, Telye.a, the newly chosen president of the 
Old National, who had been in conference with Witherspoon, 
conservator, and A, E. Reid, assistant conservator, was very en- 
thusiastic about prospects for the *'early” opening of the newly 


. Meanwhile the Agency of the Reconstruction Finance Corporation 

in Spokane had completed most of the task of checking and receiving the 
collateral of the Old National Bank and Union Trust Company in connection 
with the advance of funds for the bankas reopening. SpokesmanSReview, 
Sept. 13, 1933. 

^ Spokane Daily Chronicle. 

"^Spokesman-Review, Oct 8, 1933; Moody's Banks . . . , 1928, p. 474. 
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reorganized bank in an unusually strong position. Officials had 
carefully put the bank's affairs in order during the preceding 
summer. Telyea said that he had the assurance of cooperation 
and support of everyone connected with the organization and that 
he was confident that the bank would play a great part in the 
recovery of the community and the Inland Empire. He pointed 
out that the bank would start with no borrowed money and that 
the only obligation it would have would be to its depositors. Ac- 
cording to the bank's plan of reorganization, 40 per cent of all 
restricted deposits was or would be subject to normal use at the 
time of the reopening. The assets amounted to approximately 
$4,700,000 in cash and government bonds, with other bonds at '‘pres- 
ent" market prices totaling $900,000. Liquid loans approved by 
the Comptroller of the Currency and the Reconstruction Finance 
Corporation totaled $2,100,000. Capital, Surplus, and Undivided 
Profits amounted to $1,250,000, with deposits of about $6,450,000, 
The bank held no real estate as an investment. 

Telyea commented that this exceptionally strong set-up with 
“extreme liquidity" would commend the newly organized bank to 
the support of the community. He wanted the old depositors to 
continue to maintain their accounts with the Old National Bank 
and Union Trust Company and hoped that new accounts would 
afford the bank an opportunity to be of service. He stressed the 
fact that the larger the volume of new business handled by the 
reorganized bank, the more rapidly the institution could pay the 
60 per cent of deferred deposits because of added earnings which 
would be available for that purpose after the retirement of the 
“advances" made to the bank by the Reconstruction Finance 
Corporation. 

Reporting that he was delighted with Spokane, Telyea pre- 
dicted a big growth in the population of the city because of its 
location in the “distributive center" of an “empire" of enormous 
resources in lumber, wheat, metals, power, live stock, and varied 
agricultural products. He thought that the outlook for the city and 
trade area was indeed one of great promise.®^ 

Finally on October 3, 1933, the Comptroller of the Currency 
announced that the Old National Bank and Union Trust Company 


'^'^Spokesman-Review, Sept. 22, 1933. 
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would reopen Monday, October 9. Witherspoon, conservator for 
this institution, said that more than $8,750,000 would be released 
for business channels by the reopening of the Old National Bank 
and Union Trust Company and the twelve unopened affiliated 
country banks,®® which were scheduled to reopen on the same 
day as the Old National. All of the deposits of the country banks 
were to be immediately available without any restrictions on 
withdrawals.®® 

By this time, the conservator announced that he had received 
signed waivers for more than 81 per cent of the “dollar volume'^ 
of deposits of the Old National Bank and Union Trust Company 
in the “sign-up to the reorganization plan’' and that more were 
coming in daily. This, of course, was more than 6 per cent in 
excess of the legal requirement for the operation of the plan. 

He declared that upon its reopening the Old National Bank 
and Union Trust Company would be resuming its normal functions, 
that is, “receiving and paying out deposits, seeking new business, 
making loans and handling collections, and operating all depart- 
ments.” He stressed that the .“40 per cent of the former deposit 
balances” would be available for the normal use of depositors, 
as much as new deposits in a new bank, and that it did not 
constitute a dividend.®® 

On October 5, authorities announced the names of the officers 
of the Investment and Securities Company, the holding company 
which they had created for the purpose of liquidating the reserved 
60 per cent of the assets of the Old National Bank and Union 
Trust Company. They were: president, A. W. Witherspoon, con- 
servator for the reorganization of the Old National; vice-president, 
U. A. Stilson, formerly a liquidator with the state department of 
banking; vice-president, E. B. Hutcheck, a former assistant cashier 
in the credit department of the Old National Bank and Union 
Trust Company; and secretary, George L. Kimmel Witherspoon, 


Those in Washington were: Creston State Bank; Harrington State 
Bank; First National Bank, Medical Bake; Security National Bank, Palouse; 
Prosser State Bank; First National Bank, Reardon; First National Bank, 
Ritzville; State Bank, Spangle; First National Bank, Sprague; and First State 
Bank, Washtucna. Those in Idaho were the First National Bank, Moscow, 
and the Bank of Spirit Bake. 

Spokesmm^Review, Oct. 4, 1933. 

Spokane Daily Chronicle, Oct 3, 1933. 
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Stilson, and Kinimel were also trustees of the organization. Stilson 
was to be its ^'active hcad.’'®^ 

The Spokane Daily Chronicle of October 6 carried a large an- 
nouncement of the reopening of the Old National Bank and 
Union Trust Company on Monday morning, October 9, with all 
of the departments in 'Tull operation.'* The bank .was reopening 
with an "exceptional degree of liquidity," as the publication of its fi- 
nancial statement on the following day, Saturday, October 7, would 
show. Its management would be in the hands of "trusted, experienced 
bankers," many of whom were "old friends of the bank's depositors 
and customers." The board of directors, consisting of eleven^^ 
"representative business men," would "keep in intimate touch with 
the bank's affairs" and '^pay close attention to serving the com- 
munity and to development of the wholehearted support of the 
entire community." 

The following statement from Telyea, the new president of the 
Old National Bank and Union Trust Company, which appeared 
in the center of the announcement, was apparently designed to set 
the tone for the Old National Bank and Union Trust Company’s 
reopening : 

I am happy to be associated with the Old National Bank and Union Trust 
Company and to be a citizen of Spokane. The Old National has long been 
part and parcel of the business and financial life of this commuity, It has 
always been found in the front rank of support of Spokane^s industries, its 
charities and its government. *01d National’ integrity, *01d National’ con- 
sideration and 'Old National’ service are cherished Spokane traditions. 
I believe Spokane needs the facilities of all its banks and that the success 
of the reopened Old National — with new and concentrated strength, increased 
liquidity and enjoying the close cooperation and strict supervision of the 
United States Government — is vital not only to the depositors but also to 
Spokane and the Inland Empire. To the service of the bank’s customers and 
the community I pledge the best efforts of which I am capable. 

On October 7, an "Easy-to-Read and Easy-to-Understand 
Statement of the Strength of This Bank [approximate Figures as 
of the Opening Date}" appeared in the Spokane Daily Chronicle: 


In connection with the published financial statement, the names of only 
ten were announced. See below, p. 196. 
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Resources 

^^(What the Bank Owns)'^®^ 


Cash and Due from Banks and 

the United States Treasury .... $3,509,388.62 

United States Bonds 847,088.71 

Bonds to Secure Circulation 500,000.00 

Bonds and Warrants® 907,884,92 $5,764,362.25 

Federal Reserve Bank Stock 54,000.00 

Loans and Discounts^ 1,978,540.51 

Furniture and Fixtures^ 100,000.00 

Accrued Interest 66,000.00 

Total Resources $7,962,902.76 

l^IABILITIES 

''(What the Bank is Liable for)'^ 

"(The Bank Owes No Money except to its Depositors)” 

Deposits $6,195,476.05 

Circulation 500,000.00 

Total Liabilities and Deposits $6,695,476.05 

Capital 

Common Stock $500,000.00 

Preferred Stock 500,000.00 

Surplus 1,000,000.00 

Undivided Profits 200,000.00 

Reserves 67,426.71 

Total Working Capital and Reserves ..... $1,267,426.71 

Total Liabilities $7,962,902.76 


At the end of this statement, there was the following list of 
directors: L. M, Davenport, J, I. Kinman, J. P. McGoldrick, 
O. K. Moody, J. L. Paine, Howard Paulsen, A. E. Reid, N. A. 
Telyea, D. W. Twohy, and W. D. Vincent. Of this group, only 
Kinman and Telyea had had no previous connection with either 
the Old National Bank and Union Trust Company itself or with 

Explanations of three of the significant items of the Resources (or 
Assets), namely, Bonds and Warrants, Loans and Discounts, and Furniture 
and Fixtures (a, b, and c, respectively) were: 

a (State, city, county and other municipal bonds and warrants and other 
readily marketable securities carried at today^s market value. Approved by 
the Comptroller of the Currency and the Reconstruction Finance Corpora- 
tion.)" 

b “ (Loans made to customers for use in their business and for other legiti- 
mate needs, approved by the Comptroller of the Currency, the Reconstruction 
Finance Corporation and the Officers and Directors of this bank)" 

c “Furniture and fixtures were carried at conservative approved valua- 
tions.” 

There were no funds in real estate. 
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the Old National Corporation. In the group of directors, as in the 
corps of officers of the bank, there was little infusion of ''new 
UoodT^^ 

Finally, at noon, Saturday, October 7, 1933, the conservator 
of the Old National Bank and Union Trust Company began the 
formal transfer of the bank from his hands to those of the directors. 
The executives of the bank were busy signing transfer orders and 
receipts until far into the night. 

The Old National Bank and Union Trust Company was in posi- 
tion to resume normal business on the following Monday morning. 
It opened with approximately $6,200,000 in deposits and approxi- 
mately $8,000,000 in resources. The deposits were all live deposits, 
payable on demand. The depositors who had had funds in check- 
ing or demand deposit accounts on March 1, 1933, were able to 
check on their accounts without visiting the bank. The depositors 
who had funds in savings or in certificates of deposits were required 
to give the bank a written order for the placement of the funds 
in such accounts as they desired. All of the funds in the bank 
were held as "demand'' funds and drew np interest until they 
were transferred by order of the customer to a savings account 
or to a certificate of deposit. 

Commenting upon the occasion of the reopening of the Old 
National Bank and Union Trust Company, Twohy, chairman of 
the board of directors, said: 

I desire to express the appreciation of the members of the board of 
directors and the staff for the patience, foi'cbearance, and good will extended 
to the institution by the people of this community. Great faith has been 
placed by the people of Spokane and the Inland Empire in the Old National, 
and it is our purpose to justify their confidence. 

We have handled a considerable percentage of the commercial business 
of the community, and through 12 affiliated banks we have handled a good 
deal of the commercial business of the Inland Empire. We are ready to 
pick up the thread of business where we dropped it last March. 

The directors and officers are looking confidently to the support and 
cooperation of our friends to aid us in rebuilding the institution so that it 
will be in a position to do its part in the recovery program of the territory 
which it serves. 


^ Incidentally, the staff of the reorganized bank was to consist of recruits 
from former employees who had been on leave of absence since the appoint- 
ment of the conservator in the spring. Spokane Daily Chronicle, Oct 3, 1933. 
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Twohy added that the directors of the bank were fortunate 
in securing the services of N* A. Telyea as the chief executive 
officer. Telyea, of course, was the only new official of the bank. 

Telyea, the new president of the bank, himself commented 
as follows: 

The resumption of normal business tomorrow by the Old National Bank 
and Union Trust Company is, in my opinion, a most important step toward 
a definite upturn in business conditions in Spokane and the Inland Empire. 
Making available funds which have been withheld since last March means 
much to this community. 

When the Old National opens Monday morning there will be approximately 
$6,200,000 of deposits. This $6,200,000 represents the net amount due depositors 
after the 60 per cent waived has been set aside and includes the spiral trust 
deposits made during the period the bank has operated on a restricted basis. 

A large portion of these deposits are in United States government bonds 
and other high-grade securities carried at present market values. These 
securities are readily convertible into cash. All of the assets have been 
approved by representatives of the Comptroller of the Currency and the 
Reconstruction Finance Corporation. The government has shown confidence 
in the reorganized bank by furnishing $500,000 for investment in preferred 
stock. 

The unusually strong position of the bank and the fact that it will have 
no liabilities other than to depositors justifies the hope that all Old National 
customers will continue their banking relations with us. Accounts of new 
customers are invited. 

There is ample room in this community for successful operation of all 
the banking institutions now located here, and the Old National intends to 
perform its full share toward the advancement of the community. 

I believe protection of depositors is the most important duty of a 
bank to its community, and we intend to conduct the affairs of the Old 
National in such a manner that the funds of our depositors will be held in 
absolute safety and available to these depositors as needed. 

The Old National and its twelve affiliated banks are in a position to come 
under the national bank deposit guarantee act when the act goes into effect 
in January. 

On the eve of the opening of the Old National Bank and 
Union Trust Company, six outstanding business men of the Spo- 
kane trade area permitted the publication in the press of state- 
ments expressing their sentiments on the subject. The tenor of 
these comments, which seem to represent a rather fair “sample 
check” of the opinion of business in the area which the Old 
National Bank and Union Trust Company had served, augured 
well for the future of the institution. 


Spokesman^Review, Oct. 8, 1933. 
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Stanley A. Easton of Kellogg, Idaho, president, Bunker Hill 
and Sullivan Mining and Smelting Company, said: 

The resumption of business by the Old National Bank and Union Trust 
Company and twelve affiliated banks is an event of major importance to the 
entire Inland Empire area. It is important because it immediately releases 
several millions of dollars for business and personal uses. 

Possibly more important, it is the practical demonstration of what can 
be accomplished by cooperation of the officials, depositors and the general 
public. The hard work and unselfish efforts of the officials, directors and 
depositors of the bank are to be greatly commended, and to them principally 
is due the credit for making possible this happy event. 

Peter McGregor, president, McGregor Eand and Live Stock 
Company, Hooper, Washington, stated: 

I rejoice with the other citizens of the Inland Empire in the reopening 
of the Old National Bank and Union Trust Company of Spokane and its 
affiliated banks throughout the territory, I am also pleased to see that D. W, 
Twohy will continue in active management in this banking system. 

From many years’ association with him on the board of the Spokane 
Branch of the Federal Reserve Bank, I have had an opportunity to know 
his real ability as a banker and his absolute integrity. I am sure that the 
confidence of the public that he and his associates in the management 
of the Old National have enjoyed for so many years will continue with the 
reopened institution. 

James L. Paine, president, Crescent Store, declared: 

The reopening of the Old National Bank and Union Trust Company 
marks the turning point on Spokane’s road to recovery. That bank, always 
in the forefront of community business enterprises, will speedily resume its 
accustomed place. Its new president, Mr. Telyea, comes to Spokane with a 
good banking record, and we are sure he will prove an acquisition [sic) 
to our city. Supported by the tried and true leadership of Mr. Twohy and 
Mr. Vincent, I am confident Mr. Telyea will carry on the best traditions of 
the institution and that the future is bright for it 

George E. Schille, manager of Armour and Company, asserted : 

Monday will be a big day for Spokane and the Inland Empire when 
the Old National Bank resumes business. That institution has meant much 
in the upbuilding of industries for this entire region. The management has 
always stood for integrity and fair dealing and I believe that with the public 
support to which it is entitled it will soon regain its prestige among financial 
institutions of the Northwest 

Eugene S. Enloe, president of the Washington Trust Company, 
remarked : 

Everyone is happy about the reopening of the Old National, The manage- 
ment of that institution has been held in high regard, and it is to be 
congratulated on the fact that the most exacting scrutiny of its affairs by 
government agencies has failed to reveal a single irregularity. 
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We congratulate Mr. Twoliy and his associates, and wish for them every 
success in the future. 

F. M. Davenport, president of the Davenport Hotel Company, 
commented : 

Having been a depositor of the Old National since it was organized, 
and having served on its board of directors for a number of years, I can 
testify to the high standards of service given by the bank, and its influence 
in the development of Spokane and the Inland Empire. 

I wish to recognize Mayor Funk’s proclamation in rejoicing with the people 
of the community upon the occasion of the reopening.®® 

The Old National Bank and Union Trust Company reopened 
on schedule at ten o^clock, Monday morning, October 9, 1933, after 
having been closed for approximately seven months. At noon, 
Telyea, the bank’s new president, gave out a brief statement. The 
bank’s officals, he declared, were elated at ‘'the many expressions 
of good will, by the many large deposits by former customers and 
by the host of floral greetings waiting” when they opened the 
bank. He said that, though the auditing department had not been 
able “to run off the balance to give out exact figures,” a check 
showed that deposits during the first two hours after reopening 
were “substantially greater than withdrawals.” He was confident 
that the “Old National” had already resumed its place in the 
community in “every respect and to the fullest measure” of the 
hopes of its officials, clients, and friends.®^ 

VII. Conclusion. 

The Old National Bank of Spokane was a giant among the 
pioneering financial institutions of Spokane and the Inland Empire 
for approximately a quarter of a century during the period when 
the area, still a frontier, was experiencing its first sustained rapid 
growth. It played the key role in furnishing the financial leadership 
which established Spokane as the financial center of the entire 
Inland Empire. It became the depository of large funds which it 
consistently made available for the development of the industry, 
commerce, mining, lumbering, and agriculture of the area. 

The founder of the Old National Bank of Spokane, S. S. Glid- 

den, had amassed considerable wealth in the mining industry in the 

Inland Empire and apparently established a bank largely for the 

purpose of providing a safe and moderately profitable outlet for 
___ 

Spokane Daily Chronicle, Oct 9, 1933. 
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the iBvestment of his funds. Under his management from 1891 to 
1902, the institution functioned as a small unit bank characterized 
by a high degree of stability and steady though limited growth. 

The purchase of the Old National Bank by James C., John, 
and D. W. Twohy, and their associates in the fall of 1902 resulted 
in a drastic change in the policies and operation of the institution. 
Under the dynamic management of its new president, D. W. Twohy, 
an experienced banker, and with the able assistance of W. D. 
Vincent, who had retained his position as cashier and as a member 
of the board of directors when the new owners had purchased 
the bank, and of W. J. Kommers, who had followed him to Spo- 
kane, where he served eifectively in numerous positions of very 
considerable responsibility, and a corps of other able officials, the 
institution entered upon a period of spectacular growth and con- 
structive financial leadership which lasted almost a third of a 
cfentury. Within less than five years, the Old National Bank had 
become the largest bank in Spokane, a position which it maintained 
for a quarter of a century. 

D. W. Twohy organized and became president of the Union 
Trust Company in 1907 and of the Union Securities Company, a 
group or chain of banks, in 1909 , two concerns in which stock- 
holders of the Old National Bank held the controlling interest. By 
virtue of these facts, the Old National Bank in effect became the 
center of a system of banks throughout the Inland Empire and was 
thus able to wield strong influence in the entire area. The Old 
National Bank and Union Trust Company itself became an integral 
part of '‘the 'Old National' System of Inland Empire Banks" with 
the formation of the Old National Corporation, a holding com- 
pany, in 1929. This concern, owned and controlled by residents of 
the Inland Empire, included the Old National Bank, the First 
National Trust and Savings Bank of Spokane, and virtually all of 
the banks which the Union Securities Company had formerly 
controlled. 

Officials of the Old National Bank sought constantly to broaden 
the scope and to improve the quality of the service of their insti- 
tution to its clients and to the community and region of which 
they made it a vital part. This involved the use of approved and 
efficient policies and methods of conducting the business of bank- 
ing as well as the creation of new departments and the supplying 
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of new services to meet the challenge for financial leadership and 
assistance in additional fields. It also included the provision of 
adequate and attractive banking quarters and the rapid introduction 
of up-to-date mechanical equipment. Outstanding programs of 
publicity and of public relations not only increased the business 
of the Old National Bank but also added to its prestige and popu- 
larity as the leading bank of Spokane and the Inland Empire and 
as one of the foremost banks of the Pacific Northwest during its 
period of preeminence. 

During the acute economic emergency of 1933, there was a 
forced reorganization and a consequent change in the management 
of the Old National Bank and Union Trust Company. These events 
brought to a close the period in which it had been the pioneer 
''big bank’’ of Spokane and the Inland Empire. Since that time, 
the institution, whose officials have discharged in full all of the 
obligations which it had occurred incident to its reorganization, 
has continued to be a significant factor in the financial life of 
Spokane and the Inland Empire. 
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Appendix A 

Officers and Directors of the Old National Bank Prior to 1933^ 

Presidents 

Giidden, S. S ...18914902 

Twohy, D. W 1902-1920 

Vincent, W. D 1920-1933 

Vice-Presidents 

Jenkins, D. P 1891-1892 

Thomsen, Moritz — 1893-1898 

Culbertson, F. R 1898-1902 

Larson, Peter 1902-1908 

Humbird, T. J 1908-1914 

Vincent, W. D 1914-1920 

Bradley, J, W 1920-1933 

Smithson, W. J 1920-1933 

Greenwood, G. H 1926-1928 

Kommers, W. J 1926-1929 

Paine, F. C 1926-1930 

Wakefield, W. J, C 1926-1931 

Moody, O. K 1928-1939 

Reed, L. C 1929-1933 

Cashiers 

Hall, O. F. 1891-1892 

Byers, W. M 1893-1894 

Vincent, W. D 1895-1914 

Yeomans, J* A 1914-1920 

Greenwood, G, H «... 1920-1926 

Jenkins, B, L — — 1926-1933 

Directors 

Culbertson, F. R., vice-president, Old National Bank; Mines; 

Merchant ...... — — — — * 1891-1902 

Fairlamb, H. T 1891-1893 

Galland, Julius, president, Galland-Burke Brewing and Malting 

Company — — — ^..1891-1893 

Giidden, S. president, Old National Bank; Mine Owner 1891-1902 

Hall, O. F 1891-1893 

Paterson, J. A 1891-1893 

Stern, S. R 1891-1898 

Thomsen, Moritz — 1891-1898 

Wadsworth, K B ..... 1891-1893 

Adams, J. H — — 1893-1895 

Byers, B, M 1893-1898 


^**Bank Statements'^ 
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Graves, J. P., president, Spokane & Inland Railway Company ,..-...^...1893 -1898 

and 1910-1924 

Lambom, T. S 1893-1895 

Powell, E. L 1893-1898 

Vincent, W. D., president. Old National Bank 1895-1935 

Brown, C. R 1898-1902 

Gordon, B. L 1898-1902 

Henley, D. W - 1898-1902 

Rigg, S. E 1898-1902 

Stoll, W. T 1898-1902 

Barline, J. C 1900-1902 

Farrell, J. D., president, Pacific Coast Steamship Company 1902-1916 

Larson, Peter, vice-president, Old National Bank; railway contractor, 

Helena, Montana 1902-1908 

Twohy, D. W., president, Old National Bank and Union Trust 
Company; Union Securities Company; and trustee, Old 

National Corporation 1902-still serving 

Twohy, James C., Twohy Brothers, railroad contractors 1902-1908 

Wren, T. F., Wren and Greenough, railway contractors 1902-1933 

Ankeny, Levi, banker; United States Senator 1903-1917 

Humbird, T. J., vice-president. Old National Bank; general 

manager, Humbird Lumber Company - 1907-1932 

McGoldrick, J. P., president, McGoldrick Lumber Company 1907-1943 

Greenough, T. L., railway contractor, Missoula, Montana 1908-1912 

Hutton, L. W., mine owner — — 1909-1928 

Porter, J. D., Porter Brothers and Welch, railroad contractors 1909-1926 

Twohy, John, president, Twohy Brothers, railroad contractors 1909-1926 

Blackwell, F. A., president, Idaho and Washington Northern 

Railroad; president, Panhandle Lumber Company 1910-1916 

Grinnell, F. B., real estate -..1910-1916 

Paulsen, August, mines 1910-1927 

Welch, Patrick, P. Welch and Company, railroad contractors 1910-1926 

Wakefield, W. J. C., attorney 1910-1931 

Porter, R. B. 1 1911-1916 

Monroe, W. A 1911-1916 

Kommers, W. J., president, Union Trust Company 1914-1933 

Twohy, E- P., attorney ....1916-1933 

Corbin, D. C., president of the Spokane International Railway and 

the Corbin Coke and Coal Company — 1898-1902 

and 1916-1918 

Cunningham, J. C 1917-1920 

Flewelling, A. L., president, timber interests 1917-1922 

McCulloch, F. T., president, Crystal Laundi'y Company .. — 1917-1933 

Paterson, R. B., president, Spokane Dry Goods Company 191 7- 1923 

Corbin, Austin II, president, Corbin Coals, Ltd 41918-1931 

McCornack, J. K., banker 1920-1926 

Davenport L. M., president, Davenport Hotel Company .-..,1922-1951 
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Greenougli, G. H., railway contractor 1926-1928 

Paine, F, C, vice-president, Union Trust Company ,...1926-1929| 

Gonser, C. A*, supervisor, Hutton Settlement .... .1929-1933 

Paine, J. L., president, Spokane Dry Goods Company 1929- 193S 

Moody, O. K, banker 1930-1937 

Witherspoon, A. W., attorney .... ™1930-still serving 




Selected Asset and Liability Items and the Total Assets and Liabilities of the Old National Bank^ 

lyoans, Other Bonds, ^ Surplus, 

Discounts, Investments, Total Capital Undivided 

and Over- and Real Assets and Stock Profits, and 

Year Drafts Estate Liabilities Common Reserves Debits Habiliti^ 
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Appendix C 


Development of Union Trust Company and Savings Bank^ 



Capital 

Surplus 
and Undivided 

Total 


Total 

Year 

1907 

Stock 

200,000 

Profit 
$ 24,863 

Deposits 
$ 

Trusts 
$ 

Resources 
$ 292,319 

1908 

1909 

200,000 

500,000 

49,027 

48,854 


— 

321,471 

1,130,701 

1910 

500,000 

66,488 




1,152,142 

1911 

500,000 

101,931 

309,256 


6,176,028 

1912 

500,000 

118,466 

504,048 

4,000,000 

6,239,831 

1913 

500,000 

111,989 

563,529 


6,421,380 

1914 

500,000 

96,506 

471,288 


6,683,631 

1915 

500,000 

152,538 

528,886 


1,347,759 

1916 

500,000 

206,892 

1,188,965 



1917 

200,000 

110,008 

186,638 

11,000,000 


1918 

200,000 

108,734 

239,000 


547,000 

1919 

200,000 

98,084 

221,505 


537,086 

1920 

200.000 

86,274 

306,391 



603,961 

1921 

200,000 

105,115 

186,076 


526,795 

1922 

200,000 

128,418 

122,719 

13,000,000 

492,947 

1923 

200,000 

129,000 




504,000 

1924 

200,000 

148,000 



628,000 

1925 

200,000 

182,000 



838,000 

1926 

200,000 

24,000 

, , 


224,000 

1927 

1928 

200,000 

200,000 

24,300 

39,000 



224,300 

239,000 

1929 

500,000 

68,000 

4,026,000 


5,112.000 

1930 

500,000 

59,000 

4,004.000 


5,078,000 

1931 

500,000 

42,000 

3,006,000 


4,113,000 

1932 

1933 

500,000 

54,000 

2,043,000 


3,102,000 


’Annual Report of State Rxaminer, State Banking Department, Olympia, 
1907, p. 71; 1908, p. 79; 1909, p. 69; 1910, p. 78; 1911, p. 80; 1912, p. 86; 

1913, p. 85; 1914, p. 89; 1915, p. 93; 1916, p. 33; 1917, p. 33; 1918, p. 38; 

1919, p. 41; 1920, p. 48; 1921, p. SO; 1922, p. 51; 1923, p. 59; 1924, p. 64; 

1925, p. 56; 1926, p. 48; 1927, p. 43; 1928, p. 39; 1929, p. 48; 1930, p. 47; 

1931, p. 62; 1932, p. 77. The figures omitted in. the table are not available. 



FOUR NEW WAGNER LETTERS" 

Paul P. Kies 
Professor of English 


Though the recent publication of the Burrell Collection has in- 
creased the number of Richard Wagner letters in print by about 
eight hundred,^ the list of unpublished ones has not yet been entirely 
exhausted. The present writer has four more to add — dated July 28, 
1854, June 18, 1877, September IS, 1873, and August 23, 1878. The 
first three are signed by Richard Wagner himself and are in Ger 
man ; the first two are entirely in his own hand, and the third was 
evidently dictated by him, the body being in the script of Cosima, his 
second wife. For each of these three, both a transcription of the 
original German and an English translation are printed in this article, 
and, for each of the first two, a photographic copy is also included. 
The fourth letter is in Cosima's handwriting throughout, including 
the signature, but was written in Richard's interest and presumably 
at his direction, l^'or this last one, which is in English, onjy a trans- 
cription is given. The originals of the first and the third are in The 
State College of Washington Library, and those of the other two 
belong to the present writer. 


Lktter 1 

The letter of July 28, 1854, which is an extremely important one, 
was addressed to the Princess Carolyne von Sayn-Wittgenstein 
(born 1819). Wagner had become acquainted with her through 
Franz Liszt, who, as conductor of the Court Theatre at Weimar, 
was working zealously to further the cause of Wagner's new 
type of opera. During the twelve years of 1849-61, while the eminent 
Hungarian pianist and composer was devoting most of his time to 
Weimar, the little city of twelve thousand was the center of musical 
life in Germany. The Princess was then Liszt's intimate friend and 
companion, and the large house in which they were living (called 
Altenburg) was the Mecca of the rising young artists of the *‘neo- 
German" school At the time of the present letter, the lady was still 
favorably disposed toward Wagner, though later she became very 
antagonistic toward him and his music. His addressing her as 'Uon- 

"'^blished March 20, 1952. 

“John N, Burk, ed., Letters of Richard Wagner (New York: The Mac- 
millan Company, 1950). 
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ductless” (''Kapellmeisterin”) was probably intended as a compli- 
ment to her for her great interest and influence in musical matters. 
Instead of using his name, he signed himself as ^‘Yoiir musician” 
(^'Ihr Musikus”). 

The manuscript of the letter remained in the possession of 
descendants of the recipient until shortly before January, 1951, when 
it was acquired by The State College of Washington. A printed 
transcription of the original German, to be followed immediately by 
an English translation, will be given at this point (the holograph has 
no heading, and even the salutation is incorporated into the body) : 

Soeben, liebe Kapellmeisterin, bin ich erst wieder in Zurich 
angekommen. Das gewunschte kann ich somit erst heute Ihnen zusen- 
den> verzeihen Sie daherl — 

Ich war eine kurze Zeit am Genfer See, und schliesslich auf 
einem Berge am Vierwaldstdtter-See, Brunnen gegenuber. Wunder- 
voile Natur — der ich doch bald gleichgultig wieder den Rucken 
wandte! Auch die Natur ist nur zum Theil ausser uns; wenn wir 
in uns nichts davon haben, ist sie fast gar nicht da. Das sind solche 
Palliativmittel, die bei einem Krankcn nicht mehr anschlagen, der 
seine Krankheit grundlich kennt, und begreift, dass sie nicht zu heilen 
ist. Bine dreiwdchentliche Unterbrechung meiner Arbeit war mir 
sehr peinlich: ich verhoffe mir nur von ihrer Wiederaufnahme etwas 
Wohlbefinden. 

Wenn Herr Hoffmann v, F alter slehen es vermag , ^Jrolich m 
seinF so thut er sehr recht, wenn er es auch ^^wagt!* Wer seinen 
Witten bis dahin ubt, dass dass [sic] er auch eine frohliche Stimmung 
sich vorsetzen kann, vor dessen Willkur habe ich grosseren Respect 
als Neigung zu dem Brfotge seines Witlens, da eine Frohlichkeit, die 
ich mir selbst arrangieren salt, mich nicht sonderlich erquicken 
durfte. 

Ich bin begierig zu erfahren, was H, v, Falterslehen denn eigent-- 
lich verhindert, frohUch zu sein, da es ihm dabei nur auf das Wagniss 
ankommt: vielleicht die '' politischen Zustande'^f Der Gluckliche ! — 
Lassen wir ihn, und bleiben wir nach Herzenslust traurig!! 
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Ich kann Ihncn von mir gar nichts weiter melden, als dass ich 
froh bin^ in den ndchsten Tagen am ersten Akt der 'Walkure'' fort- 
fahren zu konnen: Alles, was diesem Fortfahren voranglng, war eine 
lehenlose Oede. — Sie sehe ich also dieses Jahr nichtf — 

Grussen Sie das Kind — und seien Sie mir nicht bose, dass ich 
Sie etwas im H eiter-werden gestbrt habel Doch — Sie haben am Bnde 
doch nur Grund zur Heiterkeif: bei Buck haben sich doch die 
Menschen, und hochstens die Sachen incommodieren Sie. Ich kann 
mir leider I eider nur mit Sachen helfen — und wenn dann diese noch 
unbequem werden, so isfs wahrlich der traurigen Ironie zuviel! — 

Leben Sie wohl, Hebe Kapellmeisterin! 

Ihr 

Zurich Musikus 

28 Mi 1854 

English translation — 

Just now, dear Conductress, have I arrived again in Zurich. 
Therefore I am able to send you only today what you wanted; please 
excuse the delay! 

I spent a short time at the Lake of Geneva, and finally on a 
mountain on the Lake of Lucerne, opposite Brunnen, Wonderful 
Nature — on which, however, I soon turned my back indifferently I 
Nature, too, is only partly outside of us; if we have nothing of it 
inside of us, it hardly exists. These are palliative measures, inef- 
fective with a sick man who thoroughly knows his illness and under- 
stands that it cannot he cured. A three-week interruption of my work 
was very agonizing; only from its resumption do I expect any well- 
being. 

If Herr Hoffman v. Fallersleben can be cheerful, he does well to 
venture to be so. If a person can exercise his will to the extent of 
determining upon a cheerful mood, I have greater respect for his 
caprice than inclination toward the result of his will, for a cheerful- 
ness which I am to arrange myself would not particularly comfort 


me. 
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I am eager to learn what prevents H. v. Fallersleben from being 
cheerful, inasmuch as with him it depends only on venturing: perhaps 
the political conditions^' ? Lucky man! — Let us let him be, and let 
us remain sad to our hearts' content!! 

I cannot report anything else about myself except that I am glad 
to be able to continue with the first act of Die Walkiire in the next 
few days; everything preceding this continuation was a lifeless 
vacuum. — So 1 shall not see you this year? 

Remember me to the Child — and do not be angry that I some- 
what disturbed your becoming cheerful! Yet — you, after all, have 
only reason to be cheerful; with you, there still are people , and, at 
the most, things can annoy you. I can, alas, help myself only zvith 
things — and if even these are getting irksome, that is indeed too 
much of sad irony! 

Farewell, dear Conductress! 

Your * 

Musician 

Zurich 
July 28, 1854 


In the first sentence of the above letter, Wagner mentions that he 
has just returned to Zurich from a trip, and, in the last sentence of 
the second paragraph, indicates that he has been away about three 
weeks. He had been invited to conduct a musical festival at Sion 
(German Sitten) in the canton of Valais, Switzerland. He flatly 
declined to do all the conducting, but reluctantly agreed to direct 
Beethoven's Seventh Symphony on July 12 as a part of one of the 
gala concerts. On July 3, 1854, he wrote Liszt that he would leave 
Zurich that same day (July 3).® He reached Sion July 8, after 
stopping on the way for a visit at the home of a friend, Karl Ritter, 
who had recently been married and, with his wife, was 'Very 

® Wilhelm Altmann, ed., Letters of Richard Wagner, translated by M. M. 
Bozman (London and New York, 1927), I, 268. 
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prettily lodged on the Lake of Geneva'’^ (at or near Montreux), By 
the evening of July 10, he had become so disgusted with the inade- 
quacy of the orchestra and with other circumstances that he left 
abruptly about ten o’clock that night with the first post-chaise — • 
even before the only actual rehearsal which had been provided for.® 
In Mein Lehen, he says that, after spending a few days at Lausanne, 
he paid another visit to the Ritter home, then went via Vevey to 

Lausanne (partly on foot), and from there traveled via Berne to 

Seelisberg [a resort on the Lake of Lucerne], where Minna was 
taking ^'a sour-milk cure” for her heart disease and where he then 
made '"daily excursions into the mountains.”® He adds that he there 
"endured several weeks of life at a Swiss pension,”'^ and, in a letter 
to Hans von Billow in August of 1854, he states that he spent a 
fortnight on the Seelisberg® ; but the time could not have been more 
than ten days and probably was only six days. In the letter to Minna 

on July 17, 1854, he announces that he will arrive at the resort to 

join her on "the 22nd or at latest the 23rd.”® In Mein Lehen, he re- 
ports that he and his wife reached Zurich "towards the end of 
July,”^® and Ellis concludes that they "returned to Zurich by the be- 
ginning of August.”^^ The present letter, however, indicates defi- 
nitely that they were back by July 28, the date of the writing; the 
word "soeben” in the first sentence implies that they had arrived 
that very day (unless Wagner used the word elastically enough to 
apply to the previous day). 

Better to his first wife, Minna, July 10, 1854, in William Ashton Ellis, eel, 
Richard to Minna Wagner: Letters to His First Wife (New York, 1909), I, 
136-37, In this letter (written at Sion), he says that he ‘‘spent a day with them 
—•unfortunately in pouring rain.” The leading Wagner biography— -Ernest 
Newman's The Life of Richard Wagner (New York, 1933-46), fl (1937), 
427— gives the length of the visit as “a week.” To be sure, Wagner himself 
later in Mein Lehen refers to "the week” which he "spent with this young 
couple” (My Life [London, 1911], 11, 612), but he probably includes the visit 
which he paid on his return trip; or, after the lapse of fifteen to twenty-five 
years, he had become hazy on details. The first visit could not have lasted more 
than four days, for he arrived at Sion on the fifth day after leaving his home, 
and the trip from Zurich to Montreux must have required at least a day 
(for instance, in a letter to Minna on July 17 [Ellis, op cit, I, 141], he states 
that he expects to leave Montreux in the evening of July 18 and to be in 
Zurich by the night of July 19). 

“Letter to Minna, July 13, 1854, in Ellis, op. cit, I, 139-41. 

“My Life, 11, 613-14. 

^ Ibid., II, 614. 

“Altmann, op. cit, I, 269. 

“Ellis, op. cit, I, 142. 

^ My Life, II, 614. 

^ Ellis, op. cit, I, 143. 
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The second and the fifth paragraphs of the present letter show- 
how eager Wagner was to work on the music of Die Walkilre, the 
second part of Der Ring des Nibehmgen — how relentless was the 
drive urging him toward composition. He had begun the music of 
Das Rheingold, the second part of Der Ring, on November 1, 1853, 
and completed it (except the orchestration) on January 14, 1854. 
While still working on the scoring of Das Rheingold, which he fin- 
ished on May 28 of the same year, he had begun the music of Die 
Walkure on January 14. When interrupted by the trip to Sion, he 
was (according to a notation on his original musical manuscript) in 
the second scene of Act I of Die Walkure at the point where 
Sieglinde has said, ‘^Gast, wer du bist wiisst ich gern.” In the letter, 
Wagner says that he expects to resume the musical composition of 
Die Walkure within a few days, and he did so on August 3 (the 
sixth day after writing the letter). The music (except the oixhestra- 
tion) for Act I was completed by September 1, and for the whole of 
Die Walkure by December 27. 

The present letter gives a very vivid and emphatic account of 
Wagner's emotional state while he was composing Die Walkure, 
which is regarded by most musical authorities as one of his most 
important works, and by some as the greatest opera ever produced. 
In 1853 — when he was trying hard to begin the composition of the 
music for Das Rheingold but for a long time was unable to make a 
start of putting it into definite form — he was in very poor health 
(especially being in a bad neurotic condition) and was in the depths 
of despondency.^^ He himself declares in Mein Leben that, after the 
orchestral prelude to Das Rheingold suddenly came to him while he 
was lying on a couch in a hotel at Spezia in ''a kind of somnolent 
state, and after the composition of the music of Der Ring was 
finally progressing satisfactorily, his health became much better: “I 
remember how much my health improved during the wiiting of this 
work ; and my surroundings during that time consequently left very 
little impression on my mind."^^ The new letter, however, indicates 
that, in spite of his great zest for composing, he was still extremely 
depressed in July of 1854. He not only has decided that communion 
with Nature cannot help him and that he is incurable, but he does 
not even want to become cheerful. In this connection he expresses 

^Newman, op, at, II, 381-95. 
life, II, 603. 

^^IbiL, 11 , 611 . 
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the view that Nature is subjective as well as objective. 

Hoffmann von Fallersleben (third and fourth paragraphs) was 
August Heinrich Hoffmann (1798-1874) — German poet, philologist, 
and literary historian — who is best known today as the author of 
the words of “Deutschland, Deutschland fiber Alles” (written at 
Helgoland on August 26, 1841). He was “among the earliest and 
most effective of the political poets who prepared the way for the 
revolutionary movement of 1848.’’^^ In 1842 he was deprived of his 
professorship at Breslau in consequence of his Unpolitische Lieder 
(1840-41), which gave offense to the Prussian authorities, but after 
the revolution of 1848 he was permitted to return to Prussia. In 
1854 he was invited to Weimar to edit with Oskar Schade the 
Weimarische Jahrbuch (1854-57), and George Eliot reports that she 
met him at a breakfast at the home of the Princess and Liszt during 
the English novelist’s visit to Weimar in the period of August to 
October of 1854.^® Whether the mistress of Altenburg communicated 
to Hoffmann Wagner’s remark about him does not seem to be record- 
ed. (Perhaps Wagner was discussing a personal comment made by 
Ploffmann and relayed to the composer by the Princess.) Because 
Wagner too was a political refugee (since 1849, when he fled from 
Dresden to Zurich to avoid arrest), his apparent lack of sympathy 
with Hoffmann may seem amazing at first thought; but we know 
that he was eager to avoid the suspicion of still being connected with 
or even interested in politics, inasmuch as he longed to return to 
Germany. For instance, Liszt, while visiting Wagner in Zurich in 
July of 1853, wrote to the Princess that Wagner had assured him 
of not having any dealings with other refugees or with politics.^*^ 
Wagner’s complaint in the last paragraph that he does not have 
people about to cheer him presumably has reference to his growing 
loneliness in Zurich. According to various letters of 1852 and the 
next few years, he felt that he did not have sufficient intellectual and 
artistic companionship in that city.^® 

As Wagner mentions in Mein Leben, “Das Kind” (first sentence 
of the last paragraph) was his customary designation for Marie, the 
daughter of the Princess,^® although, at the time of the letter, the girl 

’^Encyclopaedia Britannica, 11th Ed. (Cambridge, Eng., 1910), XIII, 561. 
^George Eliot, Works: Life and Letters (New York, 1884), I, 176. 

C£. Newman, op. ciL, II, 377, 384. 

^ Ibid., 11, 381-82, 523-24. 
life, II, 606. 
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was already seventeen or within a few months of that age. In 1859 
she was married to Prince Konstantin Hohenlohe and thereafter 
lived in Vienna. 

IvETTER 2 

On March 15, 1877, Wagner signed a contract with Hodge and 
Essex, an ambitious and over-optimistic young London firm of con- 
cert managers, to come to London to supervise and partly conduct 
six concerts of his music during the following May. He was promised 
£1,500, provided that this sum would be realized in profits. Though 
warned by various people against the project, he was so eager to raise 
money for the deficit incurred in the Bayreuth festival of 1876 that 
he accepted. The large Albert Hall was secured, an orchestra of 
170 pieces was assembled, and Materna, Hill, Unger, and other 
prominent singers were engaged. Wagner himself was to conduct the 
first part of each concert, and Hans Richter the second. For this 
third and last visit to London, he arrived on April 30 or May L 
Artistically the concerts were reasonably successful, but financially 
they resulted in a personal loss to him ; and his strength was ex- 
hausted by the tremendous strain of the work and worry. Leaving 
London on June 4, he went to Ems in Germany for a ‘^cure'^ and 
rest for about a month. 

The following hitherto unpublished letter — dated June 18, 1877, 
at Ems — indicates (1) that, even before his near collapse, Wagner 
had in mind to take the “cure"' at Ems but that he went earlier than 
he had originally planned, (2) that during his stay in the British 
metropolis he conversed at the famous Athenaeum Club and enjoyed 
other hospitality there, and (3) that he hoped to return to London: 

Bad Ems. 18 Jmii 77 

Geerhrtestcr Herr! 

Sie werden Icingst erfahren haben, dass Ihre so freundliche Bin- 
ladung mich nicht mehr in London antraf. Verzeihen Sie^ dass kh 
fortging, ohne mich Ihnen zuvor empfohlen zu haben, entschuldigen 
mich aber gutigst in Erwdgung der grossen Ermudung, unter deren 
Drucke ich endlich beschloss, sofort eine vorgenommene Cur anzu- 
treten. 

Hoffentlich kehre ich wieder nach London zuruck, und freue 
mich dann, Ihrer Uebenswur digen Einladung, fur welche auch meine 
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Frau Ihrer zverthen Gemahlin bestens dankt, Folge leisten su kdftnen. 
Fur alle Fdlle erlauben Sie mir aher schon heute Ihnen meinen 
verhindlichsten Dank fur das so ehrende und geneigte hntgegenkom- 
merif welches Sie Mir in London zu Theil warden Hessen^ auszu- 
spree hen, sozvie Sie zu bitten, mich den geehrten Herren, mit denen 
wir uns im Athendum-Clubb (dessen Directorium ich ausserdem so 
sehr verpflichet bin!) vortrefflich unterhielten, bestens zu empfehlen. 
Mit den herzlichsten Grussen 

Ihr 

ergebenster 
Richard Wagner 


English translation — 

Bad [BathJ Bms, June 18, 1877. 

Most Honored Sir! 

You have probably learned long ago that your kind invitation no 
longer reached me in London. Excuse my going away without saying 
goodby to you; please pardon me in view of the great fatigue under 
the pressure of which I finally made up my mind to begin im- 
mediately a cure that I planned to take. 

1 hope to return to London and shall be glad then to take ad- 
vantage of your very kind invitation, for which also my wife thanks 
your zoife. 

In any event, permit me to thank you already today most heartily 
for the honoring and obliging friendliness which you showed me 
in London, and to ask you to remember me to the honored gentlemen 
with whom we had such interesting conversation at the Athenaeum 
Club (to the Directory of which I am, besides, deeply obliged!). 

With the most cordial greetings, 

Your 

devoted 

Richard Wagner 
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The above letter indicates that Wagner has received an invitation 
from the addressee ; evidently the composer and his wife (Minna had 
died in 1866, and he had married Cosima in 1870) have been invited 
to the home of the London friend for dinner, inasmuch as Cosima 
sends thanks to the addressee’s wife. Who the recipient of the letter 
was, however, does not seem ascertainable. Wagner’s correspondent 
is not named on the manuscript of the letter itself, the envelope has 
disappeared, and the content does not contain sufficiently definite 
clues to identify the man. About all that can be said is (1) that he 
was a married man living in London, (2) that he was well enough 
acquainted with the Wagners (especially Richard) to invite them to 
dinner and to extend other courtesies to them but not associated so 
closely as to learn immediately that they had left London, and (3) 
that he probably was a member of the Athenaeum Club (presumably 
a rather prominent one) and either introduced Wagner there or 
met him there. Edward Damireuther, probably Wagner’s closest 
London friend at the time, is precluded, for the Wagners had been 
living in his home during their five-week stay in London, so that he 
must have known that they had left the city. Alfred Forman, who 
had helped in securing a dragon, a bear, and other stage properties 
for the 1876 Bayreuth festival from a British manufacturer^^ and to 
whom the remaining two of the present group of new Wagner letters 
are addressed (one dated 1873 and the other 1878), is a possibility, 
but no specific evidence points to him. In fact, the recipient of the 
letter may have been someone of whose association with Wagner we 
now have no other record. 

Letter 3 

In 1877 an English translation of Der Ring des Nibelungen in 
alliterative verse by Alfred Forman (died 1925) was published in 
London, The following new Wagner letter (written at Bayreuth on 
September 15, 1873, and addressed to Forman at 28 Mark Lane, 
London) shows that this man had translated a Wagnerian opera at 
least as early as 1873 : 

Geehrter Herr, 

Der Englischen Sprache zu meinem grossten Bedauern unkundig, 
ist es mir leider nicht vergonnt den litterarischen and den dichfer- 
ischen Werth Ihrer Arbeit zu ermessen, dock haben mir bereits be- 

Newman, at, IV (1946), 475, n. 19. 
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freundete und besser als ich unterrichtete Menschen gesagt, wie 
vors^ilglich Ihre Arbeit sei, und neben dieser Mittheilung, hahe ich 
auch die Freude sehr wohl selbst ermessen m konnen welchen Bifer 
und welche Liebe Sie m diesem Werk [Werk is written over Arbeit, 
and diesem seems changed from dieser\ getrieben, und bis zu dessen 
[dessen seems changed from deren] Vollendung beseelt haben. Fur 
diesen Bifer und diese Liebe sage ich Ihnen meinen w'drmsten Dank, 
und soli es mich sehr freuen wenn Sie diese schone Arbeit dem Wag- 
ner-Verein und insbesondere meinem Freund Herrn Dannreuther 
ubergeben. 

Mit dem Wunsch und in der Hoffnung Sie in Bayreuth zu be- 
grussen zeichne ich als Ihr 

HochachUmgsvoll ergehener 
Richard Wagner 

Bayreuth 

15 September 1873, 

English translation — 

Honored Sir, 

Because, to my great regret, I do not have a knowledge of the 
English language, I am, unfortunately, not able to judge the literary 
and poetic value of your work, but certain friends who are better 
informed than I am have already told me hoto excellent your zvork 
is, and, besides such information, I have also the pleasure of judging 
for myself what zeal and love started you on this work and inspired 
you to its completion. For this zeal and this love, I give you my 
warmest thanks, and it zvould afford me great joy if you would give 
this beautiful work to the Wagner Society and especially to my 
friend Mr. Dannreuther. 

With the wish and the hope to see you in Bayreuth, I sign as 
your 

Respectfully devoted 
Bayreuth Richard Wagner 

September 15, 1873. 
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The use of the words ''den litterarischen und den dichterischen 
Werth Hirer Arbeit” and the request that Forman give the work to 
the Wagner- Verein imply that the discussion is about the translation 
of an opera of Wagner. In view of the publication of Forman's trans- 
lation of Der Ring four years later, the refeixnce presumably is to 
that work. The letter reveals that Wagner is highly pleased with the 
translation : not having a good command of English, he cannot judge 
the literary and poetic value himself, but he has been informed by 
others that the quality is very good. By the Wagner- Verein he means 
the one in London, for he associates it with Professor Edward Dann- 
reuther (1844-1905) as the most important member; this man had 
founded the Wagner Society in London the previous year (1872). 
As already mentioned above in connection with letter 2, Dannreuther 
probably was Wagner’s closest London friend at the time. Born in 
Germany in 1844, he went to London in 1863, where he became 
prominent as a pianist, teacher, and conductor as well as a lecturer 
and writer on musical subjects. He was an ardent advocate of Wag- 
ner’s music in England. Among his publications are Musical Orna- 
mentation (the standard work on the subject), "Richard Wagner, 
His Tendencies and Theories,” "Richard Wagner and the Reform 
of the Opera,” and the Wagner article in George Grove’s Dictionary 
of Music and Musicians (1879-89, 1890.)^^ He also made English 
translations of Wagner’s "Beethoven,” "The Music of the Future,” 
and "On Conducting.” 

At the end of the letter Wagner urges Forman to come to Bay- 
reuth. The famous composer had moved there in 1872, but the first 
Bayreuth festival did not take place till 1876. 

Letter 4 

In 1899 Alfred Forman published an English translation of the 
words of Wagner’s Parsifal. That he began the work before August 
23, 1878, is indicated by a new letter of Cosima Wagner — ^written at 
Bayreuth on that date and addressed to Forman at 26 Lorrimore 
Square, London, S. E. (This was even before Wagner had com- 
pleted the music, for he did not finish the sketch of the music till 
April 26, 1879, and the orchestration till January 13, 1882.) Cosima’s 
letter implies that Forman had sent a translation of a part of the 
libretto to Wagner for examination and criticism. She says that, 

London and New York: Macmillan and Company (4 vols.). 
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because her husband does not understand English, he has referred 
the matter to her. So far as she can judge, the translation is very 
good except that some words, which she has underscored, do not 
seem to render the exact meaning of the original. She recommends 
that he confer with Mr. and Mrs. Dannreuther for advice in this 
respect. The letter, which is in English, reads as follows : 


Dear Mr. Forman, 

My husband does not understand english, as you know, therefore 
he gave me the extract of Parsifal'* which seems very good indeed, 
as far as I can judge. I am quite sure that Mr. and Mrs. Dannreuther 
would he the best advisers to you in this concern, and I only under- 
line the words which does [sic] not seem to render quite the sense 
of the original, without remark. My husband sends many thanks to 
you, and we join in best regards! 

C. Wagner 

August 23, 1878. 

Forman also translated Wagner's Tristan und Isolde into English 
(1891). Among his other works are The Metre of Dante* s Comedy 
Discussed and Exemplified (1878) and the introduction for an edi- 
tion of Percy B. Shelley's The Cenci (1886). 
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